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LETTER TO SHAREHOLDERS

Fiscal 2008 was a successful year for ADP. ADP reporied strong revenue and earnings growl};. Revenues rose
12.5% to $8.78 billion, assisted 2% by favorable foreign exchange rates due to the weakened U.S. dollar. Diluted
earnings per share from continuing operations grew a very strong 20% from a year ago to $2.20; excluding one-time
gains reported in both the current and prior fiscal years, diluted earnings per share grew 21% to $2.18.

Fiscal 2008 strong performance is a direct result of ADP’s cxecution against its five-point strategic growth
program which consists of:

‘
=

1. Strengthening the core business;

2. Growing our differentiated HR BPO offerings;

3 Focusing on international expansion;

4. Entering adjacent markets that leverage the core; and
5

Expanding pretax margins.

But What about the Economy?

We have all been witness to the U.S. economy bumping along slightly above the recession level. Headline
inflation has risen, but hasn’t had a material impact to ADP. Rising oil prices dampened the economy in general,
which is not a good thing for ADP, or most other compantes for that matter. The employment market is tough,
although it is better in smal! business than it is in large business and it is better in the service industries where ADP’s
client base is strong, We’ve been able to mitigate the impact of declines in interest rates on our client funds portfolio
with our extended investment strategy. The credit markets have been chaotic and a damper on the markets and the
economy like nothing I’ve seen in my business career. When all of these things happen concurrently, the tendency is
for business executives to constrain capital investments, and defer making busmess investment decisions.

So what does it all mean? As [ noted at the beginning of this letier, ADP posted excellent results in ﬁscal
2008 despite all the things just mentioned. The weak U.S. dollar lifted revenue growth by 2% as we have a sizeable
presence in Europe, Fiscal 2008 was also our third consecutive year of over 20% carnings per share growth. Concerns
about the economic environment resulted in a slowdown in Employer Services sales growth after a strong first half of
- fiscal 2008. I am, however, very pleased with the overall execution by the salesforce as we finished with 8% growth
in new business sales in Employer Services and PEO Services. Client retention for Employer Services reached record
levels, exceeding 90%, up 0.2 percentage points in fiscal 2008. Despite the tough economy, we continue to invest in
World Class Service and increasing the penetration rate of ADP’s beyond payroll solutions with our client base, both
important factors in improving long-term client retention levels. We saw some contraction in the number of pays per
client versus last year, but slower and less severe than the last economic downturn. Pays at our small and large clients
in fiscal 2008, which normally shrink first in an economic downturn, actually shrunk less than at our medium-size
clients. Overall, we anticipated no growth in pays per client looking ahead to fiscal 2009.

Despite the consolidation of dealerships and declining new car sales in the U.S., Dealer Services had an
excellent year with strong revenue growth, an increased win-foss rate against the competition resulting in increased
market share, and considerably strong growth in new business sales in both our North American and International
businesses. . '

All in, we anticipate another good year in fiscal 2009 amidst continued choppy economic water ahead.
Fiscal 2008 Key Strategies & Accomplishments

Client Funds Investment Strategy

ADP moved over $1.3 trillion of client funds, resulting in holding nearly $16 billion in average client funds
per day. | am especially pleased with the performance of the investment portfolio and the investment choices made
during the year. ADP remains one of six U.S. industrial companies rated triple-A by both Standard & Poor’s and
Moody’s. This has been extremely important to ADP’s extended investment strategy where ADP borrows in the
overnight commercial paper market on about 200 days a year to satisfy short-term client liabilities, which enables
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us to extend the maturities of our investments. This strategy ladders the maturities of our investments, helping 1o
minimize the impact of changes in market interest rates. During fiscal 2008, the Fed Funds rate declined 325 basis
points, yet the net impact to ADP compared with a year ago was an increasg of 10 basis points in the overall yield
to 4.4%. ' '

E mplayér Services

Growth in new business sales of our core solutions across all market seg,mems along w:th strong sales of our
HR BPO offerings, contributed to Employer Services’ 9% revenue growth,

We launched the RUN Powered by ADP™ platform, our web-based payroll service for small businesses and
their accountants — early results and client receptivity have been terrific. And we're really focused on the large
opportunities for our Retirement Services and Workers’ Compensation Pay-by-Pay® solutions as extensions of our
core offering for small businesses.

Our Administrative Services Offering, also called ADP Resource®, is our HR BPO offering for the small and
mid-markets and is an excellent option for prospects that don’t fit the co-employment PEQ model. Sales of ADP
Resource below fifty pays continue to fuel our small business growth, Additionally, sales of ADP Resource have
been quite strong in the 50 to 100 pay-size market, and we’ve got a terrific opporiunity with prospects above the 100
pay-size with the launch of an offering based on our Pay eXpert* and HR/Benefits solutions.

Our new “core” offering, a bigger, comprehensive bundled solution of our payroll, HR/Benefits, and Time &
Labor Management offerings has been driving growth in the mid-market, bringing in new payroll clicnts with three
times the revenue opportunity of a traditional payroll client. '

Comprehensive Outsourcing Services (COS) fueled growth at the high end of the market above 1,000 pays,
as did GlobalView?® for large multinational companies. COS achieved profitability as we generated $140 million in
revenues in fiscal 2008 and significantly reduced the time it takes to get a new client up and running. More than
50 clients with over 550,000 employees in the U.S. are currently using our COS solution. In addition, GlobalView
generated nearly $40 million in revenues in fiscal 2008, exiting the year with 65 clients, representing over 375,000
employees in 33 countries. Including clients already running on GlobalView, we have signed 78 clients representing
nearly one million employees in 46 countries, We currently expect GlobalView to become proﬁtable in fiscal 2010
and to approach $500 million in annual “live” and signed revenue by fiscal 20I3

Surrounding these great ADP solutions are significantly increased investments m service and 1mplememaucm

which are makmg for an even better chent experience.

' . r

Employer Services’ pretax margin expanded 90 basis points for the year. This improvement is a result of
continued operating leverage from the significant scale in our business, as well as our margin expansion initiatives.
We now have over 300 telesales associates supporting our direct satesforce by selling beyond payroll solutions,
such as workers compensation insurance to our small and mid-sized ctients. With a substantially iower cost of sales
compared to traditional “feet-on-the-street,” telesales sold over $80 million of the nearly $1.15 billion of total new
business sales in fiscal 2008, We anticipate that will grow over the next few years to eventually contribute about
one-third of total new business sales.

We also completed the consolidation of our data centers in the last quarter of fiscal 2008 and anticipate realizing
the first full-year benefit from that initiative in fiscal 2009. We continue to leverage both off-shore and smart-shore
locations. We are expanding our presence in India where we have nearly 3,000 associates, and our smart-shore
locations in El Paso, Texas; Augusta, Georgia; and Jackson, Mississippi, where collectively we have over 1,500
associates. Through growth in the business and margin expansion initiatives, we are committed to driving pretax
margin expansion of at least 50 basis points each year while we continué to invest in new products, salesforce
expansion, and implementation and client services resources to drive our five-point stratggic growth program.

PEQ Services

The PEO"had another great year, growing revenues 20% to cross the billion dollar revenue mark. Growth in the
PEO was fueled by strong growth in California, and we expanded deeper into existing geographies as well as opened
a number of new markets. Nearly alt of our regions had double-digit growth, expanding the average number of paid




fiscal 2008, and we anticipate continued improvement in fiscal 2009.

worksite employees 18% to 176,000, and ending the year with approximately 188,000 paid worksite employees.
While the challenging economy is anticipated to result in slower new business sales growth in fiscal 2009, the PEO
benefits from about half of its sales coming from up-selling our PEQ solution to our existing payroll clients. We are
able to create substantial lead flow by leveraging the Small Business Services salesforce in addition to the direct
PEQ sales organization. ' '

Dealer Services

Dealer Services had a terrific fiscal 2008, growing revenues 8.5%. I am very pleased with the strong North
Arriérican sales growth where saies of solutions beybnd the core Dealer Management Systems.(DMS), such as
Voice Over [P Telephony and BZ Results, a web-based, on-line Digital Marketing and Advertising solution, offset
slower sales in the core DMS. As a result of slower new car sales in the U.S., there was a small decline in growth
rates relating to transaction-based activities, Computerized Vehicle Reglstratlon (CVR) and credit checks. ThlS is
anticipated to continue into fiscal 2009, however, these transaction-based revenues account for only about 10% of
Dealer Services revenues. 1 am also quite pleased withi sales of our Autoline product which drove Dealer Services’
strong international sales growth, and we have a healthy implementation backlog of new business. Dealer Services
continues to gain market share with excellent client retention and win/loss rates that continued to improve from
strong levels a year ago.

Dealer Services’ prétax margin expanded 75 basis points, benefiting as well from the off-shore and smart-shore .

initiatives mentioned earlier for Employer Services. Additionally, we expect the international business to continue
to increase margin as it grows.

Shareholder-friendly Actions |

ADP remains keenly focused on increasing shareholder value. ADP has returned excess cash to its shareholders
through significant share repurchases and higher dividends. '

Over the last three ﬁscal years ADP has returned nearly $5 bllhon in the form of share repurchases buying back
nearly 18% of the company’s outstanding shares, or just over 100 million shares, since the beginning of fiscal 2006. Our
board of dlrectors recently authorized an additional 50 million shares for repurchase bringing total remaining share
repurchase authorlzatlons to about 60 million shares. We exited ﬁscal 2008 with $1.7 billion in cash and marketable
securities on our balance sheet and generated $1.8 billion in operatmg cash flow., We continue to remain optimistic
about ADP’s long-term opportunities for growth, and it is our intent, dependmg on market conditions, to continue to
repurchase shares in fiscal 2009.

We have also increased the dividend over 80% since the begmnmg of fiscal 2006, raising both the dividend
payout ratio and yield well above historical levels, to about 50% and over 2.5%, respectively.

Return on equity from continuing operations increased over four percentage points to a very healthy 22.7% in
N
Management and Board of Directors

We promoted Mark Benjamin, Mike Capone, Bob Karp, and Amsh Rajparla to the position of corporate vice
president in recognition of their contributions to ADP’s success. _ |

Four new members were elected to ADP’s'board of directors during fiscal 2008, Eric C. Fast, Charles H. Noski,
Sharon T. Rowlands, and Gregéry L. Summe joined the board with many years of collective business experience.
Outlook

In July, we provided ADP’s outlook for a solid fiscal 2009 with 7% to 8% revenue growth and 10% to 14%
earnings per share growth compared to $2.18, excluding a one-time gain, in fiscal 2008. As we look ahead, we expect
the economic headwinds from fiscal 2008 to continue. ADP, however, is fortunate to be able to look at the challenges
of a tightening economy in a different way than most companies:

e We have 90% recurring revenues;

il
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. Our clients stay with us, on average, over ten years;

*  We have excellent margins; ‘

*  Wehave strong and consistent cash flows and low capital expenditure requiremeqts;

& We are one of only a handful of triple-A credit-rated companies left in U.S. industry today; and
®  The markets we serve arc under-penetrated and growing.

Also, even during challenging times like these, we contmue to invest in product, sales, and service. Growing the
business for the future despite tough economic challenges i is important for ADP’s long-term success. More importantly,
as companies search for'ways to become more efficient, in many cases they are looking for the solutions ADP provides.
Clients win by using our solutions even in tlght times. We're more effective, compliant, and cost efﬁmem It’s a win-
win to have solutions pr0v1ded by ADP.

We are much better posmoned to meet our long-term revenue, pretax margin, and earnings per share goals as
ADP is not the same company it was dunng the last economic downturn in 2002 and 2003. The differences bear
repeating here:

e  We trimmed the slower-growing businesses in our portfolio, resulting in a keen focus on growing
Employer Services, PEO Services and Dealer Services, all of which operate in large, under-penetrated
markets.

e ADP’s solution set and global reach have never been stronger. We now have a full range of HR BPO solutions
to serve any size employer. This compares with five or six years age when our HR BPO offerings were
nascent with the PEO being our sole HR BPO solution. And at that time, our PEQ was much smaller, serving
less than half the worksite employees and generating one-third of the revenues it does today. Additionally,
five or six years ago, ADP did not have a product to meet the global needs of large multinational companies,
In order to compete in that market, we developed GlobalView in 2002 with a handful of clients in the
Asia/Pac region processing in just a few countries. In 2004 we took GlobalView from a region-specific
solutmn to a truly global solution, by developing the templates to enable web- based, hostéd, global payroll
processing in 46 countries. And our COS offering, launched in fiscal 2004, was not as robust a solution as
it is today. ADP’s COS solution includes managed payroll services, where ADP becomes the client’s payroll
department, as well as time and labor management and benefits administration. Employee call centers and
web-based portals for commuinications enable ADP to provide World Class Service to its clients and their
employees. ADP’s domain expertise and product scale uniquely position us in the marketplace.

. We have entered adjacent markets via acquisition — solutions such as HR/Benefits with Employease,
applicant management with VirtualEdge, and job tax ¢redit with Mintax, all in Employer Services, and
. BZ Results Digital Marketing and Advertising in Dealer Services, are helping drive growth today.

e And, lastly, we had only just begun to put our extended investment strategy into place in late 2000. Now
fully implemented, the strategy has successfully mitigated the lmpact of the downward movement in the
interest rate environment during this last year.

So despite the challenging economic environ ment, | remain highly Optlmlst]C regarding ADP’s ability to deliver
continued strong results in fiscal 2009 and for many years to come.

Gary C. BUTLER ‘
President & Chief Executive QOfficer
September 26, 2008 }




This Letter to Sharcholders and other wrilten or oral statements made from time to time by ADP may contain
“forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995. Statements
that are not historical in nature and which may be identified by the use of words like “expects,” “assumes.” “projects,”
“anticipates,” “estimates,” “we believe,” “could be” and other words of similar meaning, are forward-looking
statements. These statements are based on management’s expectations and assumptions and are subject to risks and
uncertainties that may cause actual results to differ materially from those expressed. Factors that could cause actual
results to differ materially from those contemplated by the forward-looking statements include: ADP’s succcess in
obtaining, retaining and selling additional services to clients; the pricing of products and services; changes in laws
regulating payroll taxes, professional employer organizations and employee benefits; overall market and economic
conditions, including interest rate and foreign currency trends; competitive conditions; aulo sales and related
industry changes;, employment and wage levels; changes in technology; availability of skilled technical associates
and the impact of new acquisitions and divestitures. ADP disclaims any obligation to update any forward-looking
statements, whether as a result of new information, future events or otherwise. These risks and uncertainties, along
with the risk factors discussed under “Item ) A. - Risk Factors™ in our Annual Report on Form 10-K for the fiscal year
ended June 30, 2008, should be considered in evaluating any forward-looking statements contained herein.
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AUTOMATIC DATA PROCESSING, INC.

One ADP Boulevard ¢ Roseland, New Jersey 07068
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NOTICE OF 2008 ANNUAL MEETII\‘TG OF STOCKHOLDERS
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The 2008 Annual Meeting of Stockholders of Automatic Data Processing, Inc. will be héld at 10:00 a.m., Tuesday,
November 1}, 2008 at our corporate headquarters, One ADP Boulevard, Roseland, New Jersey, for the following purposes:

. '
cat T . ' i [

. to ‘el‘e_cl'a board of directors;

2. to approve the 2008 Omnibus Award Plan;

3. toratify the appointment of Deloitte & Touche LLP, an independent registered public accounting firm, to serve
as our independent certified public accountants for the fiscal year 2009; and

4.  to transact any other business that may properly come prior to the meeting or any adjournment(s) thereof.

Stockholders of record at the close of business on September 12, 2008 are entitled to vote at the meeting. Each
stockholder is entitled to one vote for each share of common stock held at that time.

The presence in person and/or the representation by proxy of the holders of record of a majority of the issued and
outstanding shares of stock entitled to vote at the meeting constitutes a quorum. If you do not expect to be present at
the meeting, you may vote your shares of stock by phone, via the Internet or by executing and promptly returning the
accompanying proxy in the enclosed envelope, which requires no postage if mailed in the United States.

Admission to the meeting is restricted to stockholders and/or their designated representatives. If your shares are
registered in your name and you plan to attend the meeting, your admission ticket will be the top portion of the proxy card. If
your shares are in the name of your broker or hank or you received your proxy materials electronically, you will need to bring
evidence of your stock ownership, such as your most recent brokerage account statement. All stockholders will be required
to show valid picture identification. If you do not have valid picture identification and either an admission ticket or
proof of your stock ownership, you will not be admitted to the meeting. For security purposes packages and bags will
be inspected and you may be required to check these items. Please arrive early enough to allow yourself adequate time
to clear security.

By order of the Board of Directors

JAMES B. BENSON
Secretary

September 26, 2008
Roseland, New Jersey
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INTERNET AVAILABILITY OF PROXY MATERIALS

Under rules recently adopted by the Securities and Exchange Commission, we are furnishing proxy materials to
our stockholders primarily via the Internet, instead of mailing printed copies of those materials to each stockholder. On
September 26, 2008, we commenced the mailing to our stockholders (other than those who previously requested electronic
or paper delivery) of a Notice of Internet Availability of Proxy Materials containing instructions on how to access our proxy
materials, including our proxy statement and our annual report on Form 10-K. The Notice of Internet Availability of Proxy
Materials also instructs you on how to access your proxy card to vote through the Internet or by telephone.

This new process is designed to expedite stockholders’ receipt of proxy materials, lower the cost of the annual meeting,
and help conserve natural resources. However, if you would prefer to receive printed proxy materials, please follow the
instructions included in the Notice of Internet Availability of Proxy Materials. If you have previously elected to receive our
proxy materials electronically, you will continue to receive these materials via e-mail unless you elect otherwise.




PROXY STATEMENT
ANNUAL MEETING OF STOCKHOLDERS OF

AUTOMATIC DATA PROCESSING, INC.
One ADP Boulevard * Roseland, New Jersey 07068 r

TO BE HELD ON NOVEMBER 11, 2008 ’
SOLICITATION AND REVOCATION OF PROXY

The board of directors of Automatic Data Processing, Inc. is soliciting proxies for the forthcoming Annual Meeting
of Stockholders. Each stockholder has the power to revoke a proxy at any time prior to voting at the meeting by notifying
in writing the company’s secretary. The company will bear all expenses in connection with this solicitation. We made this
Proxy Statement and the accompanying proxy available to stockholders on or about September 26, 2008.

The only outstanding class of securities entitled to vote at the meeting is our common stock, par value $.10 per share.
At the close of business on September 12, 2008, the record date for determining stockholders entitled to notice of and to vote
at the meeting, we had 509,610,473 issued and outstanding shares of common stock (excluding 129,092,196 treasury shares
not entitled to vote). Each outstanding share of common stock is entitled to one vote with respect to each matter Lo be voted
on at the meeting.

The representation in person or by proxy of a majority of the issued and outstanding shares of stock entitled to vote
at the meeting constitutes a quorum. Under our Amended and Restated Certificate of Incorporation and By-Laws and
under Delaware law, abstentions and “non-votes™ are counted as present in determining whether the quorum requirement
is satisfied. A non-vote occurs when a nominee holding shares for a beneficial owner does not vote on a particular proposal
because the nominee does not have discretionary voting power for that particular item and has not received instructions from
the beneficial owner. '

The affirmative vote of the holders of a majority of the shares represented in person or by proxy and entitled 1o vote
thereon is required to elect a director, provided that if the number of nominees exceeds the number of directors 1o be elected
(a situation that the company does not anticipate), the directors shall be elected by the vote of a plurality of the shares
represented in person or by proxy. Votes may be cast in favor 6f all nominees, withheld from all nominees or withhield from
specifically identified nominees. Votes that are withheld will have the effect of a negative vote, provided that if the number
of nominees exceeds the number of directors to be elected, withheld votes will be excluded entirely and will have no effect
on the vote.

The affirmative vote of the holders of a majority of the shares represented in person or by proxy and entitled to vote
thereon is required to (f) approve the 2008 Omnibus Award Plan and (ii) ratify the appointment of Deloitte & Touche LLP,
an independent registered public accounting firm, as the company’s independent certified public accountants. Votes may be
cast in favor of or against either proposal, or a stockholder may abstain from voting on either proposal. Abstentions will have
the effect of a negative vote. Brokers who do not receive voting instructions from their stockholders are entitled to vote on
the election of directors and ratification of the appointment of Deloitte & Touche LLP, but not on the proposal to approve the
2008 Omnuibus Award Plan. Under applicable Delaware law, a broker non-vote will have no effect on the outcome of any of
the matters referred to in this proxy statement because the non-votes are not considered.in determining the number of votes
necessary for approval.

Our board of directors has adopted a policy whereby stockholders’ proxies aré received by our independent tabulators
and the vote is certified by independent inspectors of election. Proxies and batlots idenlifying the vote of individual
stockholders will be kept confidential from our management and directors, except as’ necessary o meet legal requirements

in cases where stockholders request disclosure or in a contested election.

. . [
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PROPOSAL 1 ' oL
ELECTION OF DIRECTORS

Our Directors

Properly executed proxies will be voted as marked. Unmarked proxies will be voted in favor of electing the persons
named below (each of whom is now a director) as directors to serve until the next Annual Meeting of Stockholders and until
their successors are duly elected and qualified. If any nominee is no longer a candidate at the time of the meeting (a situation
that we do not anticipate), proxies will be voted in favor of remaining nominees and may be voted for substitute nominees
designated by the board of directors.

' . . ‘ Served as a
Director
Continuously
Name Age Since ' ' Principal Occupation
Gregory D. Brenneman .. .. 46 2001 Chairman of CCMP Capital, a private equity firm, and Executive
' Chairman of Quiznos, a national quick-service restaurant

chain(l)

Leslie A. Brun. . . .. . 36 2003 Chairman and Chiéf Executive Officer of Sarr Group, LLC, a
private equity firm(2)

Gary C.Butler. . .......... 61 1996 ~  President and Chief Executive Officer of Automatic Data
Processing, Inc.(3)

Leon G. Cooperman. . ... .. 65 1991 Chairman and Chief Executive Officer of Omega Advisors, Inc.,
an investment partnership(4)

EricC.Fast,............. ) 59 2007 President and Chief Executive Officer of Crane Co.(5)

R. Glenn Hubbard. .. ... ... 50 2004 Dean of Columbia University’s Graduate School of Business(6)

John P. Jones . .. ........... 57 2005 Retifed Chairman an(i Chief Executive Officer of Air Products
and Chemicals, Inc(7)

Frederic V. Malek . ........ 71 1978 Chairman of Thayer Capital Partners, a merchant banking
firm(8)

Charles H. Noski.......... 56 2008 Retired Vice Chairman of the Board of AT&T Corporation(9)

Sharon T. Rowlands ....... 50 2008 Former President and Chief Executive Officer of Thomson

’ Financial(10)
Gregory L. Summe. ....... sl 2007 Executive Chairman of Peri_(ipElr'ner, Inc(11)
Henry Taub.............. 81 1961 Honorary Chairman(12)

(1) Mr. Brenneman has been chairman of CCMP Capital and executive chairman of Quiznos since August 2008. He
served as president and chief executive officer of Quiznos from January 2007 until August 2008. He has been chairman
and chief executive officer of TurnWorks, Inc., a private equity firm, since April 2006, from October 2002 to July 2004
and also from May 2001 to June 2002. He was chief executive officer of Burger King Corporation from July 2004 to
April 2006. Mr. Brenneman is also a director of The Home Depot, Inc,

(2) Mr. Brun, is chairman and chief executive officer of Sarr Group, LLC. He is the founder and chairman emeritus of
Hamilton Lane. From 1991 until 2005 he was the chairman of Hamilton Lane, He is a trustee of Episcopal Academy
in Merion, PA and the University of Buffalo Foundation, Inc. Mr. Brun is also a director of Broadridge Financial
Solutions, Inc., Fortune Management, Inc. and Merck & Co., Inc.




(3) . Mr: Butler became presiderit and chief exccutive officer of the company on August-31, 2006. He was president and
: chief operating officer of the company from April 1998 1o August 31, 2006. He is also a director of CIT Group Inc. and
! Liberty Mutual Holding Company, Inc.. :

(4) Mr. Cooperman has been chairman and chief executive officer of Omega Adwsors Inc. since 1991,

' '
(5) 'Mr. Fast has been pre51dent and chief executive officer of Crane Co. since April 2001 and a director of Crane Co.

since-1999.

6) Mr Hubbard was named the dean of Columbia University’s Graduate School of Business in 2004 and has been the
Russell L. Carson professor of finance and economics since 1994. Mr. Hubbard is a member of the Panel of Economic
Advisers for the Congressional Budget Office. From February 2001 until March 2003 he was chairman of the U.S.
Council of Economic Advisors. He is also a director of BlackRock Closed-End Funds, Capmark Financial Group, Inc.,
Duke Realty Corporation, Information Services Group, Inc., KKR Financial Holdings, LLC and MetLife, Inc.

(7 Mr. Jones was chairman of Air Products and Chemicals, Inc. between December 2000 and March 2008. Between
December 2000 and Qctober 2007 he served as chief executive officer of Air Products and Chemicals, Inc.,He is also
a director of Sunoco, Inc.

(8) Mr. Malek has been chairman of Thayer Capital Partners since 1992, He is also a director of CB Richard Ellis Services,
Inc. and DuPont Fabros Technology, Inc. '

(9) Mr. Noski was corporate vice president and chief financial officer (December 2003 to March 2005) and director
(November 2002 to May 2005) of Northrop Grumman Corporation. He served as vice chairman (July 2002 to November
2002), vice chairman and chief financial officer (February 2002 to July 2002) and senior executive vice president and
chief financial officer (December 1999 to February 2002) of AT&T Corp He is a director of Mlcrosoft Corporation,
Morgan Stanley, and Air Products and Chemicals, Inc.

(10) Ms. Rowlands was president (from 2000) and chief executive officer and president (from 2004) of Thomson Financial
until April 2008. .

(1) Mr. Summe has been executive chairman of PerkinElmer, Inc. since February 2008. Between'1999 and February 2008
he served as chairman and chief executive officer of PerkinElmer, Inc. In 2008, Mr. Summe began scrvmg as a senior
advisor to Goldman Sachs Capital Partners. Mr. Summe is a director of State Street Corporation.

(I.‘2) Mir. Taub has been honorary chairman of our board of directors since 1986.

Stockholder Approval Required

i

At -the 2008 Annual Meeting-of Siockholders dareclors shall be elccled by the affirmative vote of the holders of a
majority of the shares represented in person or by proxy and enmlt.d 10 vole thereon, provided that if the number of nominees
exceeds the number of direciors 1o be elected (a situation we do not anticipate), the dircctors shall be elected by the vote of a
plurality of the shares represented in person or by proxy..

THE BOARD OF DIRECTORS RECOMMENDS THAT THE STOCKHOLDERS VOTE FOR THE
ELECTION OF THE NOMINEES TO THE BOARD OF DIRECTORS.
. : ' 1 S

Corporate Governance

We have a policy that requires our directors to attend the Annual Meetings of Stockholders. AII ofthe current members
of the board of dlrectors who were elected at last year’s meelmg 'mcnded our 7007 Annual Meeting of Stockholders.

During ﬁscal year 2008, our board of dlrcctors held six meetings. Except [br Mr. Summe, all directors attended at lcast
75%, in the aggregate, of the meetings of the board of directors and the commitiees of which they were members. Mr. Summe
became a director and a member of the nominating/corporate governance committee on September 10, 2007, The board and
committee meeting schedule for fiscal year 2008 had already been sct, and he was unable to agtend two meetings due to
previously scheduled commitments.

The board of directors’ categorical standards of director independence are consistent with applicable listing standards
and are available online at www.adp.com/about_governance.asp. Directors meeting these standards are considered to be
“independent.” Ms. Rowlands and Messrs, Brenneman, Brun, Cooperman, Fast, Hubbard, Jones, Malek, Noski and Summe
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meet these standards and are, therefore, considered to be independent directors. Messrs. Butler and Taub do not meet these
standards and are, therefore, not considered to be independent directors. Based on the foregoing categorical standards, all
current members of the audit, compensation and nominating/corporate governance committees are independent. Mr, Brun,
our independent non-executive chairman of the board, is not a member of any of the board committees.

The table below provides membership and meeting information for each of the committees of the board of directors.

Nominating/Corporate

Name Audit Compensation Governance
Gregory D. Brenneman .................... X (financial expert) X (chairman) '
Leon G. Cooperman....................... X (chairman, financial expert)
EricC.Fast.............................. X (financial expert)

R.Glenn Hubbard. ... ..................... X (financial expert) X
JOhNPJONES . oo ¢ X (chairman)
FredericV.Malek . ........................ X

Charles H. Noski(*) ....................... X

Sharon T. Rowlands(*) .. ................... X

Gregory L.Summe............ ... ...t . X

Meetings held in fiscal 2008 ... ............. 5 7 3

* Became a committee member on August 15, 2008.

Executive sessions

Executive sessions of the non-management directors are held during each board of directors and committee meeting,
Until November 2007, the presiding director at cach executive session of board of directors’ meetings would change and
rotate consecutively among the independent chairpersons of the audit, compensation and nominating/corporate governance
committees. Since Leslie A. Brun became our independent non-executive chairman of the board on November 13, 2007, he
has presided at each such executive session of the board of directors,

Director Nomination Process

When the board of directors decides to recruit a new member it seeks strong candidates who, ideally, meet ali of its
categorical standards of director independence, and who are, preferably, senior executives of large companies who have
backgrounds directly related to our technologies, markets and/or clients. Additionally, candidates should possess the following
personal characteristics: () business community respect for his or her integrity, ethics, principles, insights and analytical
ability; and (ii) ability and-initiative to frame insightful questions, speak out and challenge questionable assumptions and
disagree without being disagreeable. The nominating/corporate governance committee will not consider candidates who
lack the foregoing personal characteristics. The nominating/corporate governance committee will also consider director
candidates recommended by the stockholders. Stockholders wishing to recommend nominees for a director position should
submit their recommendations in writing to the nominating/corporate governance committee in care of the company’s
secretary at our principal executive offices. Candidates recommended by the stockholders will be considered using the same
process and evaluation crileria as set forth above for proposed new members recruited by the board of directors.

Retirement Policy

The mandatory retirement age for directors is 72, except as noted below. The mandatory retirement age requii‘ement
does not apply to Mr. Taub, the company’s founder. Each director will automatically retire from the board of directors at the
company’s Annual Meeting of Stockholders following the date he or she turns 72. Management directors who are no longer
officers of the company are required to resign from the board of directors. However, the chief executive officer, with the
board of director’s approval, may continue to serve as a director following the date he or she ceases to be our chief executive
officer until the next annual meeting of stockholders and, if re-elected at such meeting, may serve one additional year.




- Audit Committee

The audit committee acts under a written charter, which is available online at http://www.adp.com/about_governance_
audit.asp. The.members of the audit committee satisfy the independence requirements of applicable listing standards. The
audit committee’s principal functions are to: .

assist the board of directors in fulfilling its oversight responsibilitics with respect to (i) our systems of internal
controls regarding finance, accounting, legal compliance and ethical behavior, (i) our auditing, accounting and
financial reporting processes generally, (iii) our financial statements and other financial information which we
provide to our stockholders, the public and others, (iv) our compliance with legal and regulatory requirements,
and (v) the performance of our corporate audit department and our independent auditors;

appoint, compensate, retain and oversee the work of any accounting firm preparing and issuing an audit report
or performing other audit, review or attestation services for us (including resolution of disagreements between

management and our independent auditors regarding financial reporting);

_review in advance and pre-approve all services, including fees and other terms of engagement, to be provided by

our independent auditors, as permitted by applicable rules and regulations and the Auditor Independence Policy
(which is discussed in further detail below under “Independent Registered Public Accounting Firm’s Fees”); . -

review and approve disclosures required to be included in the Securities and Exchange Commission periodic
reports filed under the Securities Exchange Act of 1934, as amended; and

review the performance of our internal auditors and our independent auditors on at least an annual basis.

Nominating/Corporate Governance Committee

The nominating/corporate governance committee acts under a written charter, which is available online at
http://www.adp.com/about_governance_corporate.asp. The members of the nominating/corporate governance committce
satisfy the independence requirements of applicable listing standards. The principal functions of the nominating/corporate
governance committee are to: - ' ‘

develop policies on the size and composition of the board of directors;

identify individuals qualified to become members of the board of directors and review candidates for board
membership,

recommend a slate of nominees to the board of directors annually;

ensure that the audit, compensation and nominating/corporate governance committees of the board of directors
have the benefit of qualified and experienced independent directors;

review and reassess annually the adequacy of the board of directors’ corporate governance principles and
recommend changes as appropriate; -

oversee the board of directors’ annual self-evaluation process;

' . advisle the board of directors on independence and other corporate govefnance matters; and

_review and discuss as appropriate with management disclosures relating to independence, governance and

director nomination matters.

)

Compensation Committee

‘The compensation committee acts under a written charter, which is available online at htth:llwww.adp.com/aboul_
governance_compensation.asp. The members of the compensation committee satisfy the independence requirements of
applicable listing standards. In addition, each member of the compensation committee is a “Non-Employee Director” as
defined in Rule 16b-3 under the Exchange Act and an “outside director” as defined in the regulations under Section 162(m})
of the Internal Revenue Code of 1986, as amended. There were seven meetings of the compensation committee in fiscal year
2008, all of which involved executive sessions with no executives of the company present.
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The compensation committee sets and administers our executive compensation program. See “Compensation
Discussion and Analysis” below.

The compensation committee is authorized to engage the services of outside advisors, experts and others to assist
the committee. For fiscal year 2008, the committee sought advice from Frederic W. Cook & Co., Inc., an independent
compensation consuiting firm specializing in executive and director compensation.

Communications with all interested parﬁes

Allinterested parties who wish to communicate with the board of directors, the audit committee or the non-management
directors, individually or as a group, may do so by sending a detailed letter to P.O. Box 34, Roseland, New Jersey 07068,
leaving a message for a return call at 973-974-5770 or sending an email to adp_audit commntee@adp com. We will relay
any such communication to the non- -management directof to which such communication is addressad if appllcable or to
the most appropriate committee chalrperson the chairman of the board or the full board of directors, unless in any case,
they are outside the scope of matters considered by the board of directors or duplicative of other | communications previously
forwarded to the board of directors. Communications. to the board of directors, the non-management directors or to any
individual director that-relate to the-.company’s accountmg, internal accounting controls or auditing matters are referred to
the chairperson of the audit committee. . I . :.

Transactions with Related Persons
We did not engage in any related-party transactions in fiscal year 2008.

In June 2008, we adopted a written “Related-Person Transaction Policy” pursuant to which any transaction between
ADP and a “related person” in which such related person has a direct or indiréct material interest, and where the amount
involved exceeds $120,000, must be submitted to our audit committee for review, approval ot ratification.

A “related person” means a director, executive officer or beneficial holder of more than 5% of the outstanding shares,
or any immediate family member of the foregoing, as well as any entity at which any such person is employed, is « partner
or principal (or holds a similar pesition), or is a beneficial owner of a 10% or greater direct or indirect equity interest. 1f any
of our directors or executive officers is a related person, he or she must inform our general counsel at the earllest practicable
time of any plan to engage in a potential related-person transaction.

This polu,y reql.ures our audit committee to be provided with full mformallou r_oncernmb the pmpcsed transaction,
including the benefits to ADP and the related person, any alternative means by which to obtain like benefts and terms
that would prevail in a similar transaction with an unaffiliated third party. In considering whether to approve any such
transaction, the audit committee will consider all relevant factors, including the nature of the interest of (he related person in
the transaction and whether the transaction may mvolve a conflu.t of interest.

The policy does not app]y to the following:

'

¢ transactions in which the related person’s interest derives solely from his or her service as a director of another
entity that is a party to the transaction;

s transactions in which the related person’s interest derlves solely from his or her ownership ofless than 10% of the
equity interest in another person (other than a general partnership |nlercsi) who is a party to the transaction;

e transactions in which the related person’s interest derives solely from his of her ownership of our common stock
and all holders of common stock received the same benefit on a pro rata basis;

s compensation arrangements of any of our executive officers, other than an individual who is an immediate family
member of a related person, that have been approved by the compensation committee of the board of directors;

s compensation arrangements of directors that have been approved by the board of directors; and .

) transactions involving services as a bank deposuary of funds, transfer agent, regrstrar? trustee under a trust

mdenlure or snm]ar services. -
" * I




Availability of Corporate Governance Documents

Our Corporate Governance Principles and Related-Person Transaction Policy may be viewed online on the company’s
website at www.adp.com under “Governance” in the “About ADP” section. Our Code of Business Conduct and Ethics and
Code of Ethics for Principal Executive Officer and Senior Financial Officers may be found at www.adp.com under “Ethics”
in the “About ADP” section. In addition, these documents are available in print to any stockholder who requests them by
writing to Investor Relations at the company’s headquarters.

Compensation Committee Interlocks and Insider Participation

Messrs. Brenneman, Hubbard, Jones and Noski are the four independent directors who sit on the compensation
committee. No comipensation committee member has ever been an officer of the company. During fiscal year 2008 and as
of the date of this proxy statement, no compensation committee member has been an employee of the company or eligible to
participate in our employee compensation programs or plans, other than the 2000 Stock Option Plan under which the non-
employee directors receive option grants. None of the executive officers of the company have served on the compensation
committee or on the board of directors of any entity that employed-any of the compénsation committee members or directors
of the company. . e :

Compensation of Non-Employee Directors ) ’ )

Pursuant to our 2003 Director Stock Plan, all non-employee directors who served the entire year, other than Mr, Brun,
the chairman of our board of directors, were paid an annual retainer of $105,000. $97,000 of the annual retainer was paid in
the form of deferred stock units of our common stock, and $8,000 was paid in cash. Mr. Brun received an annuat retainer of
$200,000, of which $173,000 was paid in the form of deferred stock units of our common stock, and $27,000 was paid in cash.
Ms. Rowlands and Mr. Noski, who were initially elected to the board of directors on April 30, 2008, were paid a retainer of
$65,000 entirely in the form of deferred stock units. In addition, all non-employee directors were paid $2,000 in cash for each
board of directors meeting attended and $1,500 in cash for each committee meeting attended. Further, the chairperson of the’
audit committee was paid an additional annual retainer of $10,000 in cash and the chairperson of each of the compensation
committee and the nominating/corporate governance committee was paid an additional annual retainer of $5,000 in cash.

During fiscal year 2008, the non-employee directors were entitled to pérticipaté in the 2000 Stock Option Plan. Upon
initial election to the board of directors, a non-employee director receives a grant of options to purchase 5,000 shares of
common stock if such director will attend a regularly scheduled board of directors,meeting prior to the next Annual Meeting.
of Stockholders. Thereafter, a non-employee director receives an annual grant of options to purchase 5,000 shares of common
stock. All options granted under this plan have a term of ten years and were granted at the fair market value of the common
stock as determined by the closing price of our common stock on the New York Stock Exchange Composite Tape on the date
of the grant. In November 2007, each non-employee director other than Ms. Rowlands and Mr. Noski was granted options
to purchase 5,000 shares of common stock at an exercise price of $47.16 per share. Upon their initiat election to the board of
directors on April 30, 2008, each of Ms. Rowlands and Mr. Noski were granted options to purchase 5,000 shares of common
stock at an exercise price of $44.20 per share.

Twenty percent of all options granted prior to April 30, 2008 become exercisable on the first anniversary of the option’s
grant date, and twenty percent become exercisable on each successive anniversary date thereafter until all such options
become exercisable. Commencing with the April 30, 2008 grants, the options will be exercisable in four equal installments,
with the first twenty-five percent becoming exercisable on the first anniversary. of the option’s grant date, and the remaining
three installments becoming exercisable on each successive anniversary date thereafter. The options vest only while a director
is serving in such capacity,.unless certain specified events occur, such as death or permanent disability, in which case the
options immediately vest and become fully exercisable. in addition, non-employee directors who have been non-employee
directors for at least ten years will have all of their options vested upon retirement from the board of directors and will have 36
months to exercise their options. Non-employee directors who served as non-employee directors for less than ten years when
they retire or otherwise leave the board will not qualify for accelerated vesting, but will have 60 days to exercise their then
vested options. Notwithstanding the foregoing, alt options will expire no more than ten years from their date of grant.

_ Non-employee directors elected after August 13, 1997 are not eligible to receive a pension from the company. A non-
employee director attaining the age of 70 (who was a director on August 13, 1997) who retires after 20 years of service will
receive an annual pension of $25,000 for the remainder of his or her life. If such non-employee director retires after having
attained the age of 65 with 15 years of service, he or she will receive an annual pension of $12,500 for the remainder of his
or her life.
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The following table shows compensation for our non-employee directors for fiscal year 2008.

DIRECTOR COMPENSATION TABLE FOR FISCAL YEAR 2008

Change in
Pensioh
V¥alue and
. Nonqualified
Fees Earned Deferred All Other
or Paid in Stock Option Compensation Compensation(16}
Name Cash(12)} ()  Awards(13)(5) Awards(1H)($)  Earnings(15)(8) (3) ' Total ($)
{a) (b) : (c) (d} ® n (g}

Gregory I Brenneman(l) . ... § 43,000 § 97,000 $72,390 $0 $ 27,306 $239,696
Leslie A.Brun(2) ...,...:... § 51,000 $173,000 . §$75744 . $0 . $.8241 . - $307,985
Leon G; Cooperman(3)....... $ 40,000 § 97,000 $75,121 50 $ 27,300 $239,427
EricC.Fast@).............. $ 20,000 -$ 97,000 $ 15,280 30 - $21,192 $153,472
R. Gienn Hubbard. . ......... $ 28500 $-97,000 . §$60935 - 80 $ 26,457 $212,892
John P_Jones(5)............. $ 40,000 § 97,000 $ 54,077 $0 £ 5,179 $196,255
Ann Dibble Jordan(6)........ $ 3500 % 0 $ 0 $0 $ 1,352 $ 48352
Frederic V. Malek........... $ 31,500 § 97,000 $72,390 30 ¥ 7,306 $208,196
Charles H. Noski{7) . ........ -3 4000 $ 65,000 $ 2,091 $0 % 0 $ 71,091
Sharon T. Rowlands(8) . .. . . .. 3 4000 $ 65000 $ 2,091 50 .3 0 3 71,091
Gregory L. Summe(9). ... ... . 85 15000 3. 97.000 $ 15,280 30 $ 21,192 $148472
Henry Taub(10)............. $ 0§ 0 $ 0 30 _ $£60,750(17) % 60,750
Arthur F. Weinbach(11). . ... .. $129306 S 0 $ 0 50 $20473 $149,778
(1) Chairman of the compensation committee - $5,000 annual retainer included in fees earned. |
(2) Non-executive chairman of our board of directors since November 13, 2007.
(3)  Chairman of the audit committee — $10,000 annual retainer included in fees earned.
{4) M. Fast became a director on Septe_moer 10, 2007,
(5) Chairman of the nominating/corporate governance committee — $5,000 annual retainer included in fees earned. -
(6) Ms. Jordan retired on August 9, 2007, —
() Mr: Nokki became a director on April 30, 2008,
(8) Ms. _R_oWlands became a director on April 30, 2008.
(9 Mr. Summe became a director on September 10, 2007.
(10 Honorary chalrman of board of directors since 1986.

Mr. Weinbach served as non-executive chairman of our board of directors until November 13,2007 and earned $129, 306

(1)

(12)

(13)

in fees for this service.

Messrs. Brenneman, Brun, Cooperm'an, Hubbard, Jones and Malek elected to have all of their board and committee
attendance fees deferred under a program that permits the directors to defer up to 100% of annual board and committee
fees. Also, Ms. Rowlands and Mr. Noski elected to have their board fees deferred. A director may specify whether,
upon separation from the board, he or she would like to receive the amounts in the deferred account in a fump sum
payment or in a series of substantially equal annual payments over a period ranging from two to ten years.

Represents annual retainer credited in deferred stock units to a director’s annual retainer account. See “2003 Director
Stack Plan” below. Amounts set forth in the Stock Awards column represent the dollar amount recognized for financial
statement reporting purposes for fiscal year 2008 as computed in accordance with Statement of Financial Accounting

" Standards No. 123(R). For the methodology of how the SFAS 123R amount is calculated, please see Note 13 to our audited

consolidated financial statements for the fiscal year ended June 30, 2008 included in our annual report on Form 10-K
for the fiscal year ended June 30, 2008. See “Director Outstanding Deferred Stock Units” table below for the number
of outstanding deferred stock units at fiscal year-end and grant date fair value for each director (which information has
been adjusted to reflect the spin-off of our former Brokerage Services Group business on March 30, 2007). '

8




(14)

(15)

(16)

(17)

Amounts set forth in the Option Awards column represent the dollar amount recognized for financial statement reporting
purposes for fiscal year 2008 as computed in accordance with SFAS 123R, disregarding estimates of forfeitures related
to service-based vesting conditions. For the methodology of how SFAS 123R amount is calculated, please see Note 13
to our audited consolidated financial statements for the fiscal year ended June 30, 2008 included in our annual report
on Form 10-K for the fiscal year ended June 30, 2008. See “Director Outstanding Options™ table below for additional
information on option awards outstanding at June 30, 2008 (which information has been adjusted to reflect the spin-off
of our former Brokerage Services Group business on March 30, 2007).

Reflects the aggregate increase in the present value of the pension benefit, Non-employee directors who joined the board
after August 13, 1997 are not eligible to receive this benefit. The present value as of June 30, 2007 is determined based
on a discount rate of 6.25% and the GATT-2003 mortality table. The present value as of June 30, 2008 is determined
based on a discount rate of 6.95% and the RP-2000 white collar mortality table (projected to 2008). The change in the
present value of pension benefit for Mr. Cooperman was negative $1,638; Ms. Jordan was negative $18,232; and Mr.

" Malek was negative $21,911. We reflected $0 for these negative amounts.

Reflects payment of dividend equivalents on deferred stock units for gach director in the following amounts: Mr.
Brenneman, $7,306; Mr. Brun, $8,241; Mr. Cooperman, $7,306; Mr. Fast, $1,192; Mr. Hubbard, $6,457; Mr. Jones,
$5,179; Ms. Jordan, $1,352; Mr. Malek, $7,306; Mr. Summe, $1,192 and Mr. Weinbach, $673. Also includes contributions
by the ADP Foundation that match the charitable gifts made by our directors in the following amounts: $20,000 each
for Messrs. Brenneman, Cooperman, Fast, Hubbard and Summe, and $19,800 for M. Weinbach. The ADP Foundation
makes matching charitable contributions in an amount not to exceed $20,000 in a calendar year in respect of any given
director’s charitable contributions for that charitable year,

Reflects a $50,000 salary earned as an employee, and use of a car leased by the company with an aggregate incremental
cost to the company of $10,750. '
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Director Qutstanding Deferred Stock Units

. Number of Deferred Grant Date

Nome " Grant Date Stock Units ' Fair Markel Value
Gregory D. Brenneman . . . ... e DU .- 11/13/2003 ©1,538 , $ 55000
' ’ 11/11/2004 1,344 $ 55,000
11/10/2005 1,534 .. $ 65,000
11/14/2006 1,462 $ 65,000
11/13/2007 - - 2,056 $ 97,000
Leslie A, Brum. . ............... T e s 11/13/2003 1,538 § 55000
11/11/2004 1,344 | .$ 55,000
11/10/2005 1,534 § 65,000
11/14/2006 1,462 $ 65,000
11/13/2007 3,668 $173,000
leonG.Cooperman.......................... e 117132003 . 1,538 4 55,000
‘ 11411/2004 1,344 $ 55,000
11/10/2005 1,534 $ 65,000
11/14/2006 1,462 $ 65,000
_ 11/13/2007 ' 2,056 $ 97,000
Eric C. Fast. ... i e e e i 11/13/2007 2,056 $ 97,000
R, Glenn HUbbard. . ... ... oo . 1132003 oM $ 27,500
11/11/2004 1,344 $ 55,000
11/10/2005 1,534 $ 65,000
11/14/2006 1.462 $ 65,000
11/13/2007 2,056 $ 97,000
John P Jones. ... oo i e 11/11/2004 837 ¥ 33,000
11/10/2005 1,534 $ 65,000
117142006 1,462 $ 65,000
11/13/2007 2,056 $ 97,000
FredericV.Malek . . ... ... .. . 11/13/2003 1,538 § 55,000
11/11/2004 1,344 $ 55,000
11/10/2005 1,534 $ 65,000
11/14/2006 1,462 $ 65,000
11/13/2007 2,056 $ 97,000
Charles H. Noski. . ... .. i e 04/30/2008 1,470 $ 65,000
Sharon T.Rowlands . ......... ... ... i, 04/30/2008 1,470 3 65,000
GregoryL.Summe. . ........ ... ... ... i, 11/13/2007 2,056 § 97,000
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Director Qutstanding Options

' .o . Expiration Exercise Grant Date Fair  Qutstanding Stock
Name v . o GrantDate . Date . Price Market Value Options
Gregory D. Brenneman ... s LR RRERS R 8/13/200¢ ,, 8122011 $44.0566 $208,239 13,718

. .. B11/2003 8/10/2013 $344525  , $164,890 13,718

8/11/2003 8/10/2013 $34.4525 $131,920 10,975

111142003 11/10/2013 $35.7419 . $ '65.625 5,487

o : - s 11/9/2004 11/8/2014 . $40.8901 $ 67,929 5,487

s : ' . tU/R/2005. T .11/7/2015 - $42.3390- . v §.57,284 5,487

e . , 11/142006 . " 11/13/2016 £44.4119 $ 62,826 - 5,487

) 11/13/2007 11/13/2017 $47.1600 $ 53,100, 5,000

Leslie A.Brun ....... e P 1/28/2003 - .1/27/2013 $31.7189 $144,313. 13,718
e . ‘ « 8/11/2003. 8/10/2013 $34.4525 ,$164,890 13,718.

. C _ 8/11/2003 ;  8/10/2013 $34.4525 $131,920 10,975

: ... nmj003 11/10/2013 $35.741% $ 65,625 5,487
U 11/9/2004 11/8/2014 $40.8901 '$ 67,929 5,487

) . 11/8/2005° /72005 $42.3390 $ 57.284 5,487

Pt T e T 11/14£2006 11/13/2016 '$44.4119 '$ 62,826 ° 5,487
117132007 11/13/2017 $47.1600 $ 53,100 5,000

Leon G. COOPEIMAN. + ... e eevrnnnaenenns 11/13/2001 114122011 $50.0249 £202,389 13,718
&11/2003 + '8/10/2013 " §34.4525 164,890 13,718

y . 8/11/2003 8/10/2013 | $34.4525 $131,920 10,975

) 11/11/2003 1/10/2013 ~ $35.7419 $ 65,625 5,487

S ’ 11/9/2004 11/82014  * $40.8901 '§ 67929 5,487

’ - R 10/82005  -* “11/7/2015 $42.3390° $ 57,284 5,487

Lo Co " 11/14/2006 11/13/2016 $44.4119 $ 62,826 " 5,487

. e ) WA32007.. . 114372017, . $47.1600 $. 53,100 5,000
EricC.Fast....o...  ooouuias SRR SR o 11/13/2007 15132017 $47.1600 $ 53,100 5,000
R. Glenn Hubbard. . .............. e, B 3/17/2004 3/16/2014 $38.039| L. 8. 79671 5,487

11/972004  '11/8/2014 $40.8901 $ 67,929 5,487

T 11/8/2005 /72015 $42.3390 $ 57,284 5,487

. . 11/14/2006 11/13/2016 $44.4119 $ 62,826, 5,487,

v 11/1372007 11/13/2017 $47.1600 $ 53,100 5,000

JohnP. Jones.......... e /2772005 1/26/2015 | $39.4003 $ 53,827 5,487
11/8/2005 111772015 $42.3390 $ 57,284 5,487

11/14/2006 11/13/2016 $44.4119 $ 62,826 5,487

11/13/2007 11/13/2017 $47.1600 $ 53,100 5,000

Ann Dibble Jordan . ... 1/5/1998 1/4/2008 $27.4636 $117,539 16,462
. ' 1/16/2003 1/15/2013 $33.1677 $144,313 13,718

8/11/2003 81072013 $34.4525 $164,890 13,718

8/11/2003 8/10/2013 $34.4525 $131,920 . 10975

: 11112003 11/10/2013 $35.7419 $ 65625 | 5,487

o 11/9/2004 11/8/2014 $40.8901 $ 67,929 5487

' 11/8/2005 11772015 ° ~ §42.3390 § 57,284 5,487

11/14/2006 11/13/2016 $44.4119 $ 62,826 5,487

Frederic V. MaleK. . .o o v oo iiiaeninens B 11/2/1999 11/1/2009 £43.3390 $117,621 8,231
‘ : ' 8/11/2003 /10,2013 $34.4525 $ 164,890 13,718

8/11/2003 £/10/2013 £34.4525 $131,920 10,975

11/11/2003 11/10/2013 $35.7419 $ 65,625 5,487

11/9/2004 11/8/2014 $40.8901 $ 67,929 5,487

. 11/8/2005 11/772015 $42.3390 $ 57,284 . 5,487,
11/14/2006 11/13/2016 ~ $44.4119 $ 62,826 5487 -

. 11/13/2007 1171372017 $47.1600 $ 53,100 75,000

Charles FLNOSKE -2\ e e e 47302008 43072018 $44.2000 $ 39,000 " 5000
Sharon T. Rowlands . .. .....oooeeriieriinnaeenn, 4/30/2008 4/30/2018 $44.2000 $ 39,000 5,000
Gregory L. SUMME. ... . oviieivernreiaiaaaaaaaais H1/13/2007 11/13/2017 $47.1600 $ 53,100 5,000
Arthur E Weinbach ..o .ovuverreeeeee e 1/26/2007 11/13/2010 $42.9449 $ 11,255 1,097

1t
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2003 Director Stock Plan

The company adopted share ownership guidelines that are intended to promote ownership in the company’s stock
by our non-employee directors and to align their financial interests more closely with those of other stockholders of the
company. Under the share ownership guidelines, and pursuant to the 2003 Director Stock Plan, each non-employee director
will be credited with an annual grant of deferred stock units on the date established by the board for the payment of the
annual retainer equal in number to quotient of $65,000 (which, for fiscal year 2008, constituted a portion of the overail
annual retainer of $105,000), divided by the average of the high and low sale prices of a share of our common stock on
the date this amount is credited. Non-employee directors will receive, at their election, the additional $40,000 portion of
the overall annuai retainer either as deferred stock units or in cash. The annual retainer is fully vested when credited to a
director’s annual retainer account. When a dividend is paid on our common stock, each director’s account is credited with
an amount equal to the cash dividend. When a director ceases to serve on our board, such director will receive a number of
shares of common stock equal to the number of deferred stock units in such director’s account and a cash payment equal
to the dividend payments accrued, plus interest on the dividend equivalents from the date such dividend equivalents were

credited. The interest will be paid with respect to each twelve month period beginning on November 1 of such period to
the date of payment and will be equal to the rate for five-year U.S. Treasury Notes published in The Wall Street Journal on
the first business day of November of each such twelve month perlod plus 0.50%. Non-employee directors do not have any
voting rights with respect to their deferred stock units.
Security Ownership of Certain Beneficial Owners and Management

The following table contains information regar'ding the beneficial ownership of common stock by (i) each director and
neminee for director of the company, (7i) each of our executive officers included in the Summary Compensation Table below
(we refer to such executive officers as “named executive officers”™), (#if) all company directors and executive officers as a
group (including the named executive officers), and (7w all stockholders that are known to the company to be the beneficial
owners of more than 5% of the outstanding shares of common stock. Unless otherwise noted in the footnotes following the
table, cach person listed.below has sole voting and investment power over the shares of common stock reflected in the table.
Unless otherwise noted in the footnotes fol[owmg the table, the information in the table is as of August 31, 2008 and the
address of each person named is P.O. Box 34, Roseland, New Jersey, 07068,

Amount and Nature of
Name of Beneficial Owner - ' ' Beneficial Ownership(l) Percent
James B. Benson(2). . ......oooiinn.ns e 217,086 *
Gregory D. Brenneman >...................... S 53,475 *
Leslie A. Brun. ...... e [ e e 56,537 *
Gary G BULIET. . . . i e e e et 1,407,539 *
Leon G. Cooperman(3). . ............. e e e e 123,576 *
EricC Fast....................... O 2,056 *
R:Glenn Hubbard. .. ... ... .. i i e : 20,187 *
John Podones. ... e 12,471 *
Frederic V.Malek{d). . . .. ... .. i i e 58,732 *
S. Michael Martone ... ............o.oooii.... P SRR 326,555 *
Charles H. NOsKi. . oo e e 1,470 *
Christopher R.Reidy .. .. ... . . o e 36,788 *
Sharon T.Rowlands . ............. .. .. ... . ... T 1,470 ¥
George . Stoeckert(S). .. ..o i e e 322,843 *
Gregory L. Summe. . .. ... o e 2,056 *
Henry Taub(6).......... e e J 4,669,028 *
Capital Research Global;lnvestors('/'). e e e e 41,187,843 8.1%
Directors and executive officers as a group (26 persons,
including those directors and executive officers named above)(8) .............. 8,354,975 1.6%

* Indicates less than one percent.
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_Includes shares that may be acquired upon the exercise of options granted by the company that are exercisable on

or prior. to October 30, 2008. The shares beneficially owned include: (i) the following shares subject to such options

. granted to the following directors and executive officers: 161,466 (Mr. Benson), 45,541 {Mr. Brenneman), 44,991 (Mr.

Brun), 1,073,733 (Mr. Butler), 47,187 (Mr. Cooperman), 12,069 (Mr. Hubbard), 6,582 (Mr. Jones), 42,798 (Mr. Malek),
213,606 (Mr. Martone), and 193,760 (Mr. Stoeckert), and (ii) 2,597.486 shares subject.to.such options granted to the
directors and executive officers as a group. o : ‘

Excludes an aggregate of 1,316 shares of common stock owned outright by members of Mr. Benson’s immediate family
or by trusts of which members of Mr. Benson’s immediate family were potential beneficiaries. Mr. Benson disclaims
beneficial ownership of such shares. ’ o

Inctudes 33,455 shares, representing the gain from exeréising an option to purchase 38,000 shares of common stock on
October 15, 2001. Mr. Cooperman deferred receipt of the shares representing such gain. :

Excludes an ;{ggregate of 3,200 shares of common stock owned outright by mé;mb'ers of Mr. Malek’s immediate family
or by trusts of which members of Mr. Malek’s immediate family were potential beneficiaries. Mr. Malek disclaims
beneficial ownership of such shares.

The -number of shares owned by Mr. Stoeckert is based on information as of August 8, 2008.

Excludes an aggrégate of 306,149 shares of common stock owned"outright by members of Mr. faﬁb’s immediate
family or by trusts of which members of Mr. Taub’s immediate family were potential beneficiaries. Mr, Taub disclaims
beneficial ownership of such shares. - . ' -

On August 14, 20'08; Capital Research Global Investors, located at 333 South Hope Street, Los j-_\hgeles, CA 90071,
filed a statement on Schedule 13F with the Securities and Exchange Commission to report that it beneficially held

41,187,843 shares of coimmon stock as of June 30, 2008. - ' - "

Excludes an aggregate of 1,907 shares of cormmon stock owned by members of the immediate families of our non-

" director officers. The company’s non-director officers disclaim beneficial ownership of such shares.

N

Equity Compensatien Plan Information -

The following table sets forth information as of June 30,2008 regarding compensation plans under which the &ompany’s

equity securities are authorized for issuance:

Number of securities
remaining available for

Number of securities ' Weighted-average future issuance under
to be issned upon exercise price of equity compensation
exercise of outstanding outstanding " plans (excluding
. options, warrants *~ ° options, warrants securities reflected
Plan category . ‘ . and rights - and rights in Column (a))
. oo (a) (b) . ©
Equity compensation plans approved _ , S \ P
by security holders. . ....... e 52,606,661(1) ‘ $40.85 31,008,023(2)
Equity compensation plans not approved . .o . -
by se_:dprity holders(3)............. e . , 227,723 _ $36.69 o 2,521,116(4),(5),(6)
Total .......... e, e e 52,834,384 - .$40.83 33,529,139 .

(1) Includes 3,479,492 shares of restricted stock issuable under our two-year performance-based restricted stock programs,
Accelerated Revenue Program and 2003 Director Stock Plan. The remaining balance consists of outstanding stock
option grants. Weighted average exercise price shown in column (b) of this table does not take into account awards
under our two-year performance-based restricted stock programs, Accelerated Revenue Program and 2003, Director
Stock Plan.

(2) Includes 4,578,545 shares of common stock remaining available for future issuance under the Employees’ Savings-

Stock Purchase Plan, which shares and weighted average exercise prices are not reflected in columns (a) and {b) of this
table. 4,514,966 shares of common stock are subject to purchase during current purchase periods under the Employees’
Savings-Stock Purchase Plan. Also includes 3,500,000 shares and 130,478 shares of common stock remaining available
for future issuance under the Amended and Restated Executive Incentive Compensation Plan and 2003 Director Stock
Plan, respectively.
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Represents (i) the 1989 Non-Employee Director Stock Option Plan, (3i) the Key Employees’ Restricted Stock Plan, and'
(iij) the Amended and Restated Employees’ Saving-Stock Option Plan for our employees based in France, none of which
have been approved by the company’s stockholders. Prior to 2004, the non-employee directors of the company were
entitled to participate in the 1989 Non-Employee Director Stock Option Plan pursuant to which options to purchase
12,500 shares of common stock were automatically granted to persons who become non-employee directors. In
addition, each non-employee director was granted an additional option to purchase 12,500 shares on the first business
day after each fifth anmversary of the date of the initial grant to each such non-employee director, provided that he or
she was then still serving in such capacity. All options granted under the 1989 Non-Employee Director Stock Option’
Plan were granted at the fair markef value of the common stock, determined on the basis of the closing price of the
common stock in consolidated trading on the date of grant, as reported in The Wall Street Journal. Twenty percent of
the options granted under the 1989 Non-Employee Director Stock Option Plan became exercisable on each anniversary
of the date such options were granted until all such options were exercisable, provided that options became exercisable
only if the director was then still serving in such capacity, unless certain specified events occurred such as the death,
disability or retirement of a director, in which case the options immediately vested and became fully exercisable. All
options granted under the 1989 Non-Employee Director Stock Option Plan have a term of ten years. The material terms
of the Key Employees’ Restricted Stock Plan are described under “Time-Based Restricted Stock” in Note 13 to the
Consolidated Financial Statements included in the company’s annual report on Form 10-K for the fiscal year ended
June 30, 2008, and the material terms of the Employees” Saving-Stock Option Plan for our employees based in France
are described in footnote (6) below.

Following stockholder approval of the amendment to the 2000 Stock Option Plan at the company’s 2003 Annual
Meeting of Stockholders, the 1989 Non-Employee Director Stock Option Plan was amended to prohibit any future
stock option grants thereunder.

Includes 1,592,545 shares of common stock reserved for issuance pursuant to the Key Employees’ Restricted Stock
Plan.

1

Includes 928,571 shares of common stock reserved for issuance pursuant to the Employees’ Saving-Stock Option Plan
for our employees based in France. 192,800 shares of common stock are subject to purchase during current purchase
periods under the Employees” Saving-Stock Option Plan. The board of directors adopted the plan in January 1996
and amended it most recently in November 2005. The plan is designed to satisfy French tax requirements and is
generally similar in operation to our Employees’ Savings-Stock Purchase Plan. The plan offers our French employees
an opportunity to purchase shares of common stock at 85% of the market value for such stock at the date the purchase
price for the offering is determined. Employees of the company based in France are granied an option to purchase
shares of our common stock under annual offerings that commence on January 1 of each calendar year and continue
for 48 months to close on December 31 of the fourth year foliowing its commencement. Each eligible employee may
elect to receive stock options in each offering that would generally entitle such employee to purchase a whole number
of shares of common stock equivalent in value to up to 10% of his or her base salary, based upon a price per share (in
U.S. dollars) determined in advance of such offering by the French Stock Option Commiittee, subject to adjustment for
currency rate changes over the term of the offering. Participating employees pay for the exercise of the stock options
through monthly payroll deductions taken during the four-year period of each offering, and have the opportunity upon
the close of the offering to exercise their stock options (or any portion thereof) and purchase the associated number of
shares of commeon stock. To the extent a participating employee elects to purchase fewer shares of common stock than
would be available under his or her full allotment of stock options, such employee would receive the cash remaining
from the aggregate payroll deductions after taking into account his or her purchase of shares of common stock.




COMPENSATION DISCUSSION AND ANALYSIS
. [ . v . 1
Introduction . . K

The compensatton committee of our board of directors determines the compensation for our key executive officers.
This section of the proxy statement explains how our executive compensation programs are des1g,ned and operate with
respect to our named executive officers (the chief executive officer, the chief financial officer, and the three’ other most
highly compensated executive officers in a particular year) by discussing the following fundamental aspects of our
compensation program: ; ‘
L ar .

D compensanon prtncrples

. » . cash compensation; . - . : . o ‘ i
' it - . o ' ., . ' I

e long-term incentive compensation; and
. retirement benefits, deferred compensation and other compensation matters and benefits.

Compensatlon Prmctples

‘
'

The compensation committee and our management believe that compensatron must be designed to create a dlrect
link between performance and stockholder value. To that end, there are three prtncrples that guide the compensation
committee and our management as ‘they 'make decisions involving our kéy executives’ compensatlon These prmc1ples are

" that compensation should be:

' 1

e based on (i} each key executive’s individual performance, (u) the performance of such executtve s busmess unit,
and (iii) the overall performance of the company;
. closely aligned with the short-term and long-term financial and strategic objectives that l)u'ild's‘tockholder value; and

. compettttve in order to attract and retam executtves crltlcal to our long-term success . ,
M AEYRRY ) H

Our compensation programs are desrgned to link pay with relatrve levels of responsrblllty among our key executtves
Overall targeted compensation opportunities are generally similar for ‘key executives who have. comparable levels
of responsibility. However, actual compensation amounts may differ depending on. performance of a business unit and
achievement of individual performance goals. : s ol ) : oot T

We desrgn our performance—based compensatron S0 that dtfferences m performance will result in signifi icant differences
inthe compensatton our key executives receive. For example restricted stock awards under our twu—ycar performance-based
restricted stock program can range from no restricted stock bemg,, awarded if our fully dtluted earnmg,s per-share from
continuing operations growth targets are not met, up to a maximum of 125% of the target award if our fully diluted earnmgs-
per-share from continuing operations growth targets are significantly exceeded. We have adopted this compensation desrgn
to provide meaningful incentives for our key executives to achteve excellent results

. The elements of compensahon for out named executive of ftcers are base salary, annual cash bonus restricted stock
awards, stock option grants rettrement plans deferred compensatlon and other benefits. We assign all executlves to pay
grades by comparlng therr posmon specrﬁc duties and responsrbtlttles with market data and our mternal management
structure Each pay Brade has a base salary range, a total annual eompensatron range (Whtch mcludes the value of restrtcted

stock awards) and correspondmg annual stock option grant ranges '

A v ‘) s -t Lo

1 - PRI L

Total Compensation Market Data

We consult different sets of eompensatlon data reflecting the practtces ‘of different groups of businesses to deterrnme
competlttve compensatlon practices for our chtef executive offlcer clnef operatmg off1cer and all other named executlve
off icers. ’ ’ v :

. P ) o ‘ s N ' HE. . '
S ln determmmg, rthe total cash and equity- based compensatlon of our chiefexecutive officer, the compensation committee,
atits April 2007 meeting, considered an internally prepared study. of chief executive officer compensation that contained a
comparison of 106 publicly traded-companies with annual revenues between 54 billion and $11 billion. We obtained the'data
for-this CEQ compensation study from Equilar, Inc., a provider of executive compensation.proxy data, and Mercer Human
Resources Consulting. The CEQ compensation study excluded utility companies because, of the regulatory.environment

»
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in which those companies operate. We analyzed the CEQ compensation study data and compared our pay practices with
respect to base salary, bonus and long-term equity incentives to the 106 companies included in the CEO compensation study.
A group of our executives that does not include any of our named executive officers made CEQ pay recommendations to the
compensation committee based on this data. The compensation committee’s compensation consultant, Frederic W. Cook &
Co., Inc., has confirmed that our use of this data is reasonable and customary, given our size and operating structure. The
names of the CEO compensation study’s participant companies are listed at the end of this Compensation Discussion and
Analysis under the caption “CEQ Compensation Study Participant Companies.”

In determining the total cash and equity-based compensation of our chief operating officer, the compensation
committee, at its August 2007 meeting, considered an internally prepared study of chief operating officer compensation.
Our COO compensation study reported pay trends based on the data we obtained from Towers Perrin, Hewitt Associates,
and Mercer Human Resources Consulting. The data reflected aggregated results of compensation surveys of 54 publicly
traded companies with annual revenues between 5 billion and $10 billion, but did not reveal individual data for participating
companies.

With respect 1o the total cash and equity-based compensation of all other executive officers, we considered third-
party data reflecting the pay practices of publicly traded companies of similar revenue size that participate in compensation
surveys conducted by Towers Perrin, Hewitt Associates, and Mercer Human Resources Consulting. We have consulted the
following surveys that were based on data from a broad range of industries: :

e TowersPerrin U. S General Industry Executive Database. Our analysis focused on the 87 compames with revenues
between $6 - $10 billion.

s  Hewitt Associates TCM Executive Total Compensation by Industry survey. Our analysis focused on the 25
companies with revenues between $5 - $10 billion.

e Mercer Human Resources U.S. General Industry Executive Database. Our analysis focused on the 103 companies
with revenues between $3 - $10 biilion.

The compensation committee targets annual cash compensation (base salary plus target bonus) of our key executives
(including the named executive officers} at approximately the 50™ percentile of what we determine are competitive
compensation practices, and the value of our long-term incentive compensation programs at approximately the 75" percentile
of such competitive compensation practices. The compensation committee targets total cash and equity-based compensation
(base salary, target bonus, and the value of long-term incentive compensation program awards and grants) at approximately
the 60" percentile of competitive compensation practices. The ability to receive compensation at the 60" percentile of
competitive compensation practices is tied directly to our stock performance. Underperformance against our goals will
cause our total cash and equity-based compensation level to fall short of this 60™ percentile target. Conversely, above-target
performance will allow our executive officers (including the named executive ofﬁcers) to exceed this targeted 60" percentile
compensation level.

Differences in Compensation of Our Named Executive Officers

In terms of total pay, Mr. Butler and Mr, Martone were paid significantly more in fiscal year 2008 than our other
named executive officers. We have carefully designed the pay mixes for Mr. Butler and Mr. Martone to be competitive when
measured against the pay packages their counterparts receive as indicated by the CEO and COO compensation studies.
A group of our executives that does not include any of our named executive officers recommended to the compensation
committee a base salary amount, a bonus amount and an equity grant size taking into account the results of the CEQ and
COO compensation studies and history of each of Mr. Butler’s and Mr. Martone’s historic pay for the prior five years.

~ The compensation decisions for Mr. Butler and Mr. Martone are guided primarily by competitive compensation
pracuces The compensation committee has found that due to a unique set of responsibilities and experience required for these
positions, competitive compensation packages to chief executive officers and chief operating officers of public companies
of size similar to ours are significantly higher than those provided to other named executive officers. When determining the
specific compensation level for each of our named cxecutive officers, the compensation committee reviews each individual
compensation element based on both the previous vear’s level, as well as how the proposed level for that individual element
would compare to the other executive officers. Then, the compensation committee compares the aggregate level for each
named executive officer’s compensation against the execulwe s previous year’s totals and againsi compensallon of other
executive officers of the company.

-
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Compensation Consultant

The compensation committee has consulted with Frederic W. Cook & Co., [nc. on matters related to the compensation
of our key executive officers. Specific matters on which Frederic W. Cook & Co., inc. provided advice include: the design
and.mix of executive long-term incentive equity compensation programs; our own efforts to establish CEO pay levels; and
the design of the 2008 Omnibus Award Plan. Frederic W. Cook ‘& Co., Inc. has not provided any services to management.

" Frederic W. Cook & Co., Inc. examined the mix of restricted stock and options that management. proposed to the
compensation committee be granted to our named executive officers. Since the proposed mix and size of equity awards and
grants was based on the market data management assembled, Frederic W. Cook & Co., Inc. confirmed that the proposals
for the named executive officers appeared reasonable and customary, given our size and structure. Frederic W. Cook &
Co., Inc. also reviewed our internal CEO compensation study to confirm that the methodology we used was reasonable and
customary.

Frederic W. Cook & Co., Inc. has been extensively involved in the development of our 2008 Omnibus Award Plan,
which we are submitting for approval at our stockholders meeting. Frederic W. Cook & Co., Inc. advised us on the plan
design and features that would best meet our needs for having one incentive compensation plan that may be used to make
equity awards and grants to our named executive officers, employees and directors, performance-based cash bonuses to our
executives, and deferred share unit awards to our directors. They advised on the terms of the plan and the size and structure
of the share pool to be used in the 2008 Omnibus Award lP_lan..

Cash Compensation ‘ ‘ . . ' _

Our annual pay review focuses on base salary, annual bonus-and long-term equity incentives, Our compensation
committee examines summary compensation sheets detailing the amounts of these compensation components for each of
our named executive officers and compares such amounts to competitive compensation practices to determine if a specific
component should be increased in relation to other components, while retaining the targeted compensation level.

B .

Base 'S'alary

Base salaries represent a fixed amount paid to each exécutive for performing his or her normal duties and responsibilities.
We determine the amount on the basis of the executive’s overall performance, level of responsibility, pay grade, competitive
compensation practices data, and comparison to other company executives. ,

At its. August 2007 meeting, the compensation committee considered the findings of the CEO compensation study
when it determined Mr. Butler’s compensation for fiscal year 2008. This CEO comperisation study indicated that chief
exccutive officers included in the study had an annual median base salary of $987,500, a median annual bonus of $1,391,300,
a median long-term incentive compensation value of $3,916,500, and median total cash and equity-based compensation
of $6,572,000. The compensation committee-set Mr. Butler’s base salary at $900,000, which ptaced Mr. Butler at the 34%
percentile of the CEQ compensation study. Since Mr. Butler’s time in the CEO position was less than others in the study, the
committee believes that this is an appropriate positioning for our CEO.

Also at its August 2007 meeting, the compensation committee considered the findings of the COO compensation study
when it determined Mr. Martone’s compensation for fiscal year 2008. This COO compensation study indicated that chiel
operating officers included in the study had an annual median base salary of $704,200 and median total cash and equity-based
compensation of $3,093,100. Effective July 1, 2007, Mr. Martone received a 3.8% merit pay increase as part of his normal

annual compensation review based on an assessment of his performance. At its October 26, 2007 meeting, the compensation ’

committee decided to discontinue a practice of reimbursing Mr. Martone for personal use of the company-chartered aircraft
and replaced it with a $125,000 annual perquisite allowance and a $75,000 base salary increase. The compensation commitlee
implemented this change to create a consistent perquisite policy for Mr. Butler and Mr. Martone, and to controtf costs. The
foregoing decisions resulted in Mr. Martone receiving in fiscal year 2008 a base salary of $750,000 (63" percentile of the
market as indicated by the COO compensation study) and an annual perquisite allowance of $125,000.

There have been no changes in fiscal year 2008 to base salaries paid to Messrs. Reidy, Benson and Stoeckert, as their
merit review date was moved from April 2008 until the beginning of fiscal year 2009 in order for all of our executive officers
to have their salary reviewed at one time.
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Annual Cash Bonus

Overview
]

We paid our named executive officers cash bonuses for fiscal year 2008 based on the attainment of individual, business
unit and company-wide business goals established at the beginning of the fiscal year. For each position (including the
named executive officers), we establish a target bonus amount, which is initially expressed as a percentage of the projected
year-end annual base salary. We also assign a percentage value to each bonus component of each named executive officer’s
annual bonus plan and then determine the target bonus amount linked to each component. We establish these pérformance
ranges to provide our named executive officers with a strong incentive to exceed the targets and a strong disincentive to not
achieve them. The maximum bonus payment to our chief executive officer is 200% of his target bonus level. All other named
executive officers have a maximum bonus payment of 175% of their respective target bonus levels. There is no minimum
payment level.

The compensation committee establishes and approves the annual target bonus objectives and valees for each of
our executive officers (including each of the named'ﬁxécutive officers). Our chief executive officer recommends to the
compensation committee the annual target bonus objectives and values for each of our named executive officers, with the
following exceptions: our chief executive officer recommends to the compensation committee annual target bonus objectives
applicable to him, but not his bonus values, and our chief operating officer recommends to the compensatien committee
Mr. Stoeckert’s bonus objectives. Our named executive officers participate in the discussions surrounding their bonus
objectives so that they can provide their input and understand the expectations of each bonus plan component. Each named
executive officer receives a final version of his or her individualized bonus plan after it has been approved by the compensation
committee. Except in extraordinary circumstances. bonus plan objectives are not modified during the fiscal year.

The compensation committee reviews the performance of each of our executive officers (including each of the named
executive officers) relative to their annual fiscal year target bonus plan objectives at its regularly scheduled August reeting,
which is the first meeting following the end of our fiscal year. Based on such review, the compensation committee determines
and approves the annual cash bonuses for each of our executive officers (including the named executive officers).

Named Executive Qfficers’ Fiscal Year 2008 Target Bonus Qbjectives .-

The compensation committee established 20% éarnings'—per—share growth as a common target bonus objective for
each of our named executive officers. Mr, Butler's target bonus objectives limited the payout to two times the target, but
did not otherwise specify the payout for achieving earnings-per-share growth higher than 20%. The following table shows
the percentage of points allocated to the earnings-per-share growth target objective we will award to our named executive
officers other than Mr. Butler based on our actual rate of earnings-per-share growth:

Earnings-Per-Sﬁére Growth‘ Pe;centage © . Corresponding Po'inl Percentage
18% = 50% o
19 = 75 | '
20 = 100(target)
21 = =120
122 = 140
23 Lo T o= 160
" 24 = 180
25 = 't 200




The compensation committee established 12% revenue growth, excluding acquisitions, as a common target bonus
objective for Messrs. Martone, Reidy and Benson. For Mr. Butler, the target revenue growth, excluding acquisitions, was set
at 12.5%. Mr. Stoeckert did not have the company-wide target revenue growth as one of his bonus objectives. The following
table shows the percentage of points allocated to the revenue growth target objectlve we will award to Messrs. Martone,
Reidy and Benson based on our actual revenue growth:

Revenue Growth Percentage Corresponding Point Percentage

10.5% = 25%

.o - o= N © 50 I

115 = 75 L.

12.0 = 100(target)

12.5 = 125

13.0 = 150 '
AR - 14.0 = e 200 .

yyod

The target bonus objectives for our named executive officers are set forth in detail below.

Mr Butler

The compensatlon commlttee set Mr. Butler s fiscal year 2008 target bonus at $l 500 000 or 167% of his year-end base

salary of $900,000. This positioned Mr. Butler’s target total cash compensation at approximately the 53" percentile of market
median based on the CEO compensation study. The increase of 6.7% in Mr. Butler’s target cash compensation for fiscal year
2008 over his fiscal year 2007 targeted total cash compensation is consistent with the 6:8% year-over-year increase for the
compames included in the CEO compensatlon study w:th respect to chief executive ofﬁcers who were in the same position

the prior year. i
f " 'l N

When Mr. Butler’s base salary and target bonus are combined with the recommended target equrty-based awards
and grants (as'discussed later), his total cash and equity-based compensatlon is approximately 2% below the median of the
CEO compensatlon study and places Mr Butler at approx1mately the 49th pereentr!e of market median based on theé CEO
compensation study. Yo o b

Mr. Butler’s target bonus objectwes and bonus formula for fiscal year 2008 are based on an allocat1on of up to 1,500
points to ten different target elements. Each point achieved would yield $1,000 of borius for him. His target bonus is thus
$1,500,000. Mr. Butler may achieve up to.two times the target point objective for each target element, and thus is eligible for
a maximum bonus of $3,000,000. Mr Butler s bonus depends on the achlevement of targets and target pomt allocatlons set
forth below.' © ‘ ' !

Earnings- -Per-Share Grawth 300 points if we achieve target earnmgs per-share growth.

Revenue Growth 250 pomts if we achleve target revenue growth ‘

Return on Equity: 100 points if we ach1eve 24% return on equ1ty from continuing operatlons Max1mum allocation of
200 points is based on 25. 7% return on equity. T .

.-

Acqwsmons 100 points if we achieve 1.5% to 2. 5% of plan revenue through strategw acqulsmons

Corporate Strategy: 100 points if we hire a new Vlce president of strategy and develop a new core of strategies to
maintain our sales and revenue growth rates for fiscal years 2010 through 2012

Market Share: 100 points if we 1mprove our market share gams from the 2007 fiscal year, w1th a particular focus on
growing our core payroll and tax busmess and “Admm1stratwe Serv1ces Only” busmess and mamtenance of our client base.

Margm zmprovement 100 pomts if action is taken in fiscal year 2008 that would result in 50 to 100 bams points in
margin rmprovement for fiscal year 2009, with a focus on consolidation of fac1ht1es expansion of the business outside the
United Statés and cost-effective locations in the United States, and achievement of $15 miillion to $20 million of additional

annual s synergies by consolrdatmg certam functlons among vanous Employer Servrces busmeSS units and the corporate .

structure.

Strategic Review Initiative: 100 points if we complete a strategic review of our balance sheet share repurchase levels,
dividend policy and develop other methods designed to return excess cash to stockholders.”

;.
.
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.Succession and Executive Development Objectives: 200 points for the achievement of the following five key milestones
in our succession planning and executive development initiatives: T . ‘L

» _ Continued development of a potential group of sm:cessors to our chief executivé ofﬁcer and chlef operatmg
officer, with an emphasis on 'the preparation of individual development plans to be revrewed and coordinated with,
our board of directors;

o Identification and monitoring of additional potential sucéessors;
e  Consolidation of various divisions of our Employer Services business;

+  Fostering the success of our chief financial officer, our vice presrdem of Human Resources and our vice president
of Corporate Strategy; and

e  Implementation of succession planning for positions further down in the organization.

Service Profir Chain: 150 points if we improve our service profit chain by enhancing service quality, increasing client
satisfaction and retention levels, and improving associate turnover levels.

Mr. Martone

Upon Mr. Butler’s recommendation, the compensation committee in August 2007 approved Mr. Martone’s fiscal year

2008 target bonus at $675,000, or 100% of his then projected year-end base salary. This positioned Mr. Martone’s target

cash compensation at the 48" percentile of the market data based on the COO compensation study. Subsequently, whén
Mr. Martone’s base salary was increased to $750,000, his target bonus became 100% of that amount. This new target total
cash compensatron posrtroned Mr. Martone at the 58" percentile of the COQ compensation study. '

When Mr Martone’s base salary and target bonus are combined with his recommended target equity-based awards and
grants, his total cash and equity-based compensation is at the 58" percentile, just below our targeted 60* percentile.

Mr. Martone’s target bonus objectives and bonus formula for fiscal year 2008 are based on an allocation of up to
1,000 points among six different target elements. Each’point achieved would yield $750 of bonus payment. Mr. Martone
may achieve up to 1.75 times the target point objective at maximum performance for each element, and thus is eligible for a
maximum bonus of $1,312,500. '

Earnings-Per-Share Growth: We will award 200 poi.nts,if we achieve target earnings—per.—share grewtl‘g.l_ : )
Revenye Growth: We will award 200 points if we achieve target revenue growth, e e

Sales Growth and Retention: We have set the following target point allocations for sales growth and retention
measures:

. 100 points if we achieve 10% growth in Employer ‘Ser\.'ices sales (200 points for achievement of ]2% growth);
e 25to 50 points for achievement of low-to-mid double- d1g1t growth in Dealer Servrces sales; and

" e 75 points if we achieve a targeted metric, and up to 150 pomts if we, exceed the targeted metric, of Employer
Services client retention results,

Market Share: We will award 200 pomts if target levels are achleved and 350 points at maximum, in the following
five areas: ' .
s Achievement of 1.5% to 2.5% of plan revenue through strategic acquisitions; ;
. Improvements to our market share gains from the 2007 fiscal year, with a parncular focus on gmwmg our core
payroll and tax business and “Administrative Services Offermg business, and maintenance 'of our client base;

e Takingaction in fiscal year 2008 that would result in 50 to 100 basis points in margin improvement in our Emp]oyer,
Services business in fiscal year 2009, with a focus on consolidation of facilities, expansion of the business outside
the United States and cost-effective locations in the United ‘States, and achievement of $20 million to $30 million
of additional synergies by consolidating certain functions among various Employer Services business units and
the corporate structure;

e  Significant penetration of our “Beyond Payrbll’f product into our Employer Services client base; and ,

¢  Expansion of our Dealer Services International business.
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Stccession and Executive Development Objectives: We will award 100 points if target levels are achieved, and 175
points at maximum, for the achievement of the following four key milestones in our succession planning and executive
development initiatives:

e Continued development of a potential group of successors to our chief executive officer and chief operating
officer, with an emphasis on the prcparanon of updated individual personnel development plans for each of the
candidates for succession;

. Enhanced collaboration with our chief executive officer, our vice president of Human Resources and our vice
president of Corporate Strategy,;

s Successful integration of Employer Services International and Employer Services National Accounts divisions by
the end of the third quarter of the 2008 fiscal year; and

¢  Enhanced involvement in our executive diversity council and related initiatives.

2009 Operating Plan: We will award up to 200 points for developing an operating-plan for fiscal year 2009 that would
target a double-digit revenue growth,

Mr. Reidy

The compensation committee approved Mr. Reidy’s fiscal year 2008 target bonus at $408,000, or 80% of his
projected year-end base salary of $510,000, The target bonus as a percentage of Mr. Reidy’s base salary is lhe same as in
fiscal year 2007.

Mr. Reidy’s target bonus objectives and formuta for fiscal year 2008 are based on an allocation of up to 1,125 points
among 12 different target clements. Each point achieved would yield approximately $363 of bonus payment. Mr. Reidy
may achieve up to 1.75 times the target point objective at maximum performance for each element, and thus is eligible for a
maximum bonus of $714,000. :

Earnings-Per-Share Growth: We will award 200 points if we achieve target earnings-per-share growth.
Revenne Growth: We will award 200 points if we achlevc larget revenue growth

Return on equity: We will award 100 points if target Ievc]s are achieved, and 200 points at maximum, if we achieve
a 24% return on equity from continuing operations. Maximum allocation of 200 points is based on 25.7% return on equity
from continuing operations, '

Margin improvement: We will award 100 points if target levels are achieved,'ahd 200 points at maximum, if action is
taken in fiscal year 2008 that would result in 50 to 100 basis points-in margin improvement for fiscal year 2009, with a focus
on consolidation of facilities, expansion of the business outside the United States and cost-effective locations in the United
States, and achievement of $20 miltion o $30 million of additional synergies by consolidating certain functions among
various Employer Services business units and the corporate structure,

Strategic Review Initiative: 'We will award 75 points if target levels are achieved, and 130 points at maximun, if we
complete a strategic review of our balance sheet, share repurchase levels, dividend policy and other methods to return excess
cash to our stockholders.

Acquisitions: We will award 75 points if target levels are achieved, and 130 points at maximum, if we achieve a 1.5%
to 2.5% of plan revenue through strategic acquisitions. :

Tux: We will award 75 points if target levels are achieved, and. 130 points at maximum, if we reduce our effective
tax rate by an additional 150 basis points for fiscal years 2008 and 2009, with a minimum of 30 basis points in fiscal year
2008. A particular focus in this measurement will be our international tax profile and methods for effectively and efficiently
returning offshore cash to the United States.

2009 Operating Plan: We will award up to 130 points for developing an operating plan for fiscal year 2009 that would
target double-digit revenue growth,

Market Share: We will award 50 points if target levels are achieved, and 85 points at maximum, if we achieve
improvements to our market share gains from the 2007 fiscal year, with a particular focus on growing our core payroll and
tax business and “Administrative Services Offering” business, and maintenance of our client base.
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Investor Relations: We will award 50 points if target levels are achieved, and 85 points at maximum, if we achieve
improvements in investor relations, measured largely by Mr, Reidy’s personal involvement, his use of effective approaches
to large investor conference meetings and his increased involvement with the international investment community.

Executive Development: We will award 50 points if target levels are achieved, and 85 points at maximum, for fostering
the success of our corporate controller, the continued review of the organizational structure of our finance department,
and personal involvement in margin improvement efforts across our corporate information technology, data centers and
Employer Services group.

Leadership: We will award 75 points if target levels are achieved, and 130 at maximum, for quality of leadership
accomplishments, including executive committee involvement,

Mr. Benson

The compensation committee approved Mr. Benson’s fiscal year 2008 target bonus at $315,000, or 70% of his projected
year-end salary of $450,100. The target bonus as a percentage of Mr. Benson’s base salary is the same as in fiscal year 2007.

Mr. Benson’s target bonus objectives and formula for fiscal year 2008 are based on an allocation of up to 1,000 points
among eight different target elements. Each point achieved would yield $315 of bonus payment, Mr. Benson may achieve up
to 1.75 times the target point objective at maximum performance for each element, and thus is eligible for a maximum bonus
of $551,300. ' :

Earnings-Per-Share Growth: We will award 125 points if we achieve target earnings-per-share growth.
Revenue Growth: We will award 125 points if we achieve target revenue growth.

Margin Improvement: We will award 100 points if target levels are achieved, and 200 at maximum, if action is taken
in fiscal year 2008 that would result in 30 to 100 basis points in margin improvement for fiscal year 2009, with a focus on
consolidation of facilities, expansion of the business outside the United States and cost-effective locations in the United
States, and achievement of $20 million to $30 million of additional synergies by consolidating certain functions among
various Employer Services business units and the corporate structure,

Legal Operations Management: We will award 200 points if target levels are achieved, and 350 at maximum, based
on Mr. Benson’s management of our legal operations in the following areas:

¢  Holding fiscal year 2008 actual legal expenses below budgeted legal. expenses;

¢  Minimum of litigation activity and adverse legal verdicts;

s Provision of world-class legal services to our business units; and

e  Continued development of legal staff needed to serve our business needs in the future.

Security Initiative: We will award 150 points if target levels are achieved, and 265 at maximum, based on Mr. Benson’s
role in the implementation of a company-wide initiative to enhance security protocols,

2009 Operating Plan: We will award up to 200 points for developing an operating plan for fiscal year 2009 that would
target a double-digit revenue growth,

Executive Development: We will award 100 points if target levels are achieved, and 175 at maximum, for development
of a potential group of successors to Mr. Benson, and for fostering the success of our vice president of Human Resources and
our vice president of Corporate Development,

Leadership: We will award 100 points if target levels are achieved, and 175 at maximum, based on Mr. Benson’s
measured leadership achievements, including Mr.- Benson’s role in our improvement of market gains, the nature of the
legal and business advice he provides to senior executives, his role in corporate governance matters and his continued
collaboration with our chief executive officer and the board.
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Mr. Stoeckert , S S R BV e

The compensation committee approved Mr. Stoeckert’s. fiscal year 2008 target bonus at $306,750, or 75% of his
projected year-end base salary of $409 000. The target bonus as a percentage of Mr. Stoeckert s base salary is the same as
in fiscal year 2007 : ‘ ‘ ‘ R

Mr. Stoeckert’s target bonus objectlves and formula for fiscal year 2008 are based on an allocation of up to 100
points among seven different target elements. Each point achieved would yield approximately $3,068 of bonus payment.
Mr. Stoeckert may achieve up to 1.75 times the target point ob}ectlve at maximum performance for each element, and thus is
eligible for a maximum bonus of $536,813. . . '

Earnings-Per-Shure Growth: We will award 5 points if {fve achieve target earnings-per—share growth.

Employer Services Financial Performance: We will award 10 points if target levels are achieved, and 20 points at
maximum, for successful achievement by our entire Employer Services division of low-to-mid double-digit revenue, net
operating income and sales growth over fiscal year 2007 results, |

Employer Services International Performance: We will award 40 points if target levels are ‘achieved, and 80 points at
maximum, for successful achievement by our Employer Services International division of revenue, net operating income and
sales growth over the division’s fiscal year 2007 results. Mr. Stoeckert’s bonus also includes a metric on his division’s client
retention results as compared to fiscal year 2007.

* . 7 . Tt

Employer Services International Operational Initiatives: We will award 25 points if larget leve]s are achieved, and
43.7 points at maximum, for successful achievement of specific operational objectives in several foreign markets.

Acquisitions: We will award 5 points if 1arget levels are achieved, and 8.8 points at maximum, if we achieve a 1.5% to
2.5% of plan revenue through strategic acquisitions.

Executive Development: We will, award 5 points if target levels are achieved, and 8.8 points at maximum, for
strengthening the succession planning process, developing of next generation of leaders, and increasing workforce diversity.

Leadership:  We will award 10 pomts if target levels are “achieved, and 17.5 at maximum, for quality of leadership
accomplishments.

Named Executive Officers” Actual Fiscal Year 2008 Bonuées

I ot

The compensation committee approved Messrs. Reidy’s-and Benson’s bonus plans and targeted bonus amounts
upon Mr. Butler’s recommendation. Both Mr. Martone and Mr. Butler recommended to the compensatlon committee
Mr. Stoeckert’s 2008 bonus plan and targeted bonus amount. .

At its August 2008 meeting, the compensation committee considered the bonus targéts set forth above and the
performance of the company, the business units and the individual hamed executive officers for the 2008 fiscal year. With
respect to performance by each named executive officer, the compensation committee assessed which of the individual bonus
targets were met, exceeded or not fully achieved and then determined that, in the aggregate, each of our named executive
officers exceeded his bonus target objectives. In determining the payout for the achievement of the earnings-per-share
growth objective, the compensation committee considered the unfavorable general economic conditions in the United States
during most of the 2008 fiscal year, and concluded that the 21% earnings-per-share growth achieved by the company during
an economic downturn warranted special recognition. As a result, the compensation committee elected to score each named
executive officer at 150% of the target for the earnings-per-share growth target matrix. With respect to Messrs. Martone,
Reidy, Benson and Stoeckert,-the 150% payout was higher than the 120% payout contemplated by their earnings-per-share
growth target matrix. Accordingly, the compensation committee approved the cash bonuses as follows:

o Actual Bonus ' Bbnus Amount as

Named Executive Officer Amount Percentage of Target
GaryC.Butler. . ........ ... ... il $ 2,025,000 - 135.0%
S. Michael Martone ...... e e $ 938,250 125.1%
Christopher R. Reidy ............. ...t 3 546,300 133.9%
James B Benson. . ... vt i $ 431,000 136.8%
George . Stoeckert. .. ... i $ 368,100 120.0%
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Each objective for our named executive officers was satisfied as follows:

Mr. Butler
Points Earned Payout as % of Target Target Element
450 points 150% Earnings-Per-Share Growth
225 90 Revenue Growth
200 200 Return on Equity
50 50 Acquisitions
100 100 Corporate Strategy
120 120 Market Share
180 180 Margin Improvement
150 150 Strategic Review Initiative
350 175 Succession & Development
200 133 Service Profit Chain
135.0% Total

2,025 points

Points Earned

Mr. Martone

Payout as % of Target

' Target Element

200 points 100% Revenue Growth
300 15¢ Earnings-Per-Share Growth
Sales Growth & Retention
90 70 Employer Services Growth
60 140 Dealer Services Growth
74 90 Employer Services Retention
252 126 Market Share :
175 175 Succession & Development
100 100 2009 Operating Plan
1,251 points 125.1% Total
Mr. Reidy
Points Earned Payout as % of Target Target Element
200 points 100% Revenue Growth
- 300 150 Earnings-Per-Share Growth
200 200 Return on Equity
180 180 Margin Improvement
112 150 Strategic Review Initiative
38 50 Acquisitions
130 173 Tax
75 .. - 100 2009 Operating Plan
60 120 Market Share -
75 150 Investor Relations
60 - 120 " Executive Development
75 100 Leadership
133.9% Total

1,505 points

1’
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- Mr! Benson "

Points Earned Payout as % of Taréet Target Eletnent
125 points 100% Revenue Growth '
188 . 150 _Earnings-Per-Share Growth
180 , 180 Margin lmprovement '
300 _ _ " 150 X Legal Operations Managemenl.
225 150 Security Initiative .
100 - 100 . 2009 Operating Plan
120 . 120 ~ Executive Development
130 < 130 Leadership
§,368 points 136.8% - Total

Mr. Stoeckert

Points Earned Payout as % of Target © Target Element

1.5 points- 150% Earnings-Per-Share Growth
10.0 100 " ES Financial Performance
40.0 100 ' ES Int'] Performance
375 150 ES Int’l Operational Initiatives

25 [ 50 " Acquisitions

15 150 ) Executive Development
150 . . 150 . Leadership ‘

120 points ) 120.0% Total

Long-Term Incentive Compensation Programs

We believe that long-term incentive compensation is a significant factor i in attractmg and retaining key executives
(including the named executive officers) and in aligning their interests directly to the interests of our stockholders. Long-
term incentives are awarded in the form of restricted stock awards and stock option grants.

Since fiscal year 2007, approximately 60% of the total long-term incentive target compensation has been targeted to
come from performance-based restricted stock awards; the remaining 40% has been targeted to.come from' stock option
grants. We believe this mix provides us with a strong executive attraction and retention program.

. We use a fixed share grant methodology for devising each award and grant to our named executive officers. Management
recommends awards and grants of specific share amounts for each officer. As with base salary and bonus, management
provides the compensation committee with a history of its equity grant practices for the preceding five years, plus an
analysis of what grant size would keep each grant at the target percentile for that named executive officer when compared
to competitive compensation practices management has taken into account. At the request of the compensation committee,
Frederic W. Cook & Co., Inc. reviewed the design of our executive long-term incentive compensation program and concluded
in its March 2008 written report to the compensation committee that our current approach 1s a “best practu.e des:gn that
supports the Company s human resources and financial objectives.”

_The compensation committee targets the value of our long-term incentive compensation programs at approximately
the 75" percentile of competitive compensation practices. Prior to the beginning of each fiscal year, we analyze the two-year
performance-based restricted stock and stock option targeted award and grant levels to confirm that our- desired targeted
long-term incentive compensation values are appropriate in the context of the compensation studies referred to under “Total
Compensation Market Data” above. When comparing our desired values to these compensation studies, we look at both
equity elements in total.

At its August 2007 meeting, the compensation committee approved the following targeted awards.of two-year
performance-based restricted stock for the program spanning fiscal years 2008 and 2009: Mr. Butler, 35,000 shares;
Mr. Martone, 25,000 shares; Mr. Reidy, 13,000 shares; Mr. Benson, 12,000 shares; and Mr. Stoeckert, 10,400 shares.

Also at its August 2007 meeting, the compensation committee approved stock option grants of 200;000 for Mr. Butler
and 55,000 for Mr. Martone. At its January 2008 meeting, the compensation committee approved the following stock option
grants: Mr. Reidy, 20,000 options; Mr. Benson, 17,000 options; and Mr. Stoeckert, 20,000 options.
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The compensation committee approves the performance-baged restricted stock target award ranges, stock option grant
ranges, and all of the individual equity-based compensation awards and grants to each of our executive officers (including
the named executive officers). A group of our executives that does not include any of our named executive officers assists the
compensation committee by presenting it with summary compensation sheets when the compensation committee considers
the performance-based targeted restricted stock awards recommended to our named executive officers and the stock option
grants recommended to our chief executive officer and chief operating officer each August. The summary compensation
sheets show up to six years of compensation history for these executive officers, including year-over-year increases, for base
salary, target bonus, actual bonus, target total cash, the value of annual restricted stock awards, target total cash and annual
restricted stock awards combined (total cash compensation). The summary compensation sheets also show a comparison
of each executive officer’s total cash compensation as a percentage of the total cash compensation for our chief executive
officer and chief operating officer. Thé compensation committee does not have a total pay target for any named executive
officer. The compensation committee uses the summary compensation sheets to monitor total pay trends for each named
executive officer, but the size of each pay element is considered separately.

We have empioyrhem agreements that impact long-term incentive compensation of Messrs. Butler and Reidy.

Mr. Butler’s employment agreement provides that if the‘performance goals established by the compensation committee
under the applicable two-year performance-based restricted stock program have been achieved at the 100% target level, the
company will issue Mr. Butler at least 32,000 shares of restricted stock. Mr. Butler’s employment agreement also stipulates
that he will be granted stock options for a minimum of 200,000 shares of common stock each fiscal year during the term
of the employment agreement. Pursuant to the employment agreement, and in connection with becoming our President and
Chief Executive Officer, Mr, Butler received a one-time stock option grant for 150,000 shares of common stock on July 1,
2006. We agreed to all these amounts through an arms-length negotiation between us and Mr. Butler, which was informed
by our review of competitive equity compensation practices and restricted stock and Opt:on arrangements we had with
Mr. Butler’s predecessor.

Mr. Reidy’s employment agreement provides that if the performance goals established by the compensation committee
under the applicable two-year performance-based restricted stock program have been achieved at the 100% target level, the
company will issue Mr. Reidy 13,000 shares of restricted stock. Mr. Reidy’s employinent agreement also stipulates that,
commencing January 1, 2008, he will be granted stock optlons for a minimum of 20,000 shares of common stock each fiscal
year during the term of the employment agreement. We agreed to these amounts through an arms-length negotiation between
us and Mr. Reidy. In determining the grant sizes, we took into account restricted stock and option arrangements Mr. Reidy
had with his prior employer, our review of competitive equity compensation practices, and compeénsation arrangements we
had with our prior chief financial officer. '

Messrs. Butler’s and Reidy’s employment agreements are summarized in more detail- below under “Mr. Butler
Employment Agreement” and “Mr. Reidy Employment Agreement,” respectively.

Performance-Based Restricted Stock : .

In fiscal year 2007, the compensation ‘committee largely eliminated our time-based restricted stock program and
replaced it with a two-year performance -based restricted stock program to better align the compensatlon of our key executives
(including the named executive officers} with the company’s results. The target value of the two-year performance-based
restricted stock award for the program spanning fiscal years 2007 and 2008 was designed to equal the number of shares
of annual time-based restricted stock that had previously been awarded to each of our executive officers {including the
named executive officers), In September 2006, we communicated that under our two-year performance-based restricted
stock program an average two-year diluted earnings-per-share from continuing operations growth in fiscal years 2007 and
2008 of more than 13% would be required to receive the awards at the target level and that the awards would be adjusted
upward or downward at the end of the performance period as follows:

Restricted Stock Grant as

Average Earnings-Per-Share Growth . ‘ Percentage of Target

9% orunder............ e e e e e 0% o
morethan 9% to 11% . .. .. oo e 75% .
more than 11% 10 13% . ..........ooiiiii .. 90%

more than 13% t0 18% . ... ... PR e 100%

more than 18% 10 20% . ... ...\ i U 115%

OVer20%. ... P L 125%




;-Our actual average two-year diluted annual earnings-per share growth rate from continuing operations for fiscal years
2007 and 2008 was.22.6%, resulting in awards of restricted stock at the 125% of target level. These shares of restricted stock
will vest fully in March 2009. However, the program provides that if an executive officer (including any named executive
officer) terminates his or her employment with the company prior to the March 2009 vesting date, such unvested restricted
stock will be forfeited back to us. However, pursuant to our separation agreement with Mr. Stoeckert, he will be permitted
to vest in these shares. Please see “Separation Agreement with Mr. Stoeckert” below. -

In fiscal year 2008, we started a second offering of our two-year performance-based restricted stock program. The
compensation committee determined that, with the exception of Mr. Butler, the size of each named executive officer’s target
performance-based restricted stock award for the program spanning fiscal years 2008 and 2009 will be equal in size to the
original number of target awards (i.e., disregarding subsequent adjustment necessitated by the tax-free spin-off of our former
Brokerage Services Group business) for the completed performance peried spanning fiscal years 2007 and 2008. Because
the total value of Mr. Butler’s long-term incentive compensation was below the median in our internally prepared CEO
compensation study, the compensation committee increased Mr. Butler’s target award of restricted stock by 3,000 shares to
the total of 35,000 shares. ; '

In September 2007, we communicated that under our two-year performance -based restricted stock program for fiscal
years 2008 and 2009, an average two-year diluted earnings-per-share from continuing operations growth of more than 16%
will be requlred to receive the awards at the target level. We will adJust these awards upward or downward at the end of the
performance perlod as follows:

A : " ’ . - Stock Grant as

Average Earnings-Per-Share Growth Percentage of Target
12%orunder................. e 0%
’ "morethan 12% 0 14% ... ... i PRSP . 75%
" more than 14% 10 16% .. ..o T R 9%
" " more than 16% to 18% . . .... SRR Lo  100%
B more than 18% 10 20% .+ o oot T 115%
OVET 2000 . . o ot i e e e e 125%

‘f" :' Vy‘e believe it is reasonable to expect our named executive officers to help us achleve 16% to 18% average two-year
diluted earnings-per-share from continuing operations growth of our stock. Therefore we have narrowed the range of “target
performance compared to the 2007-2008 performance period and have raised the threshold for minimum performance by
33% (to 4 12% average two-year dlluted annual earnings-per-share from continuing operatlons growth rate) to assure that
these performance-based restricted stock programs reward only exceplional results. Should we not achieve a 12% average
two-year diluted annual earnings-per-share from continuing operations growth rate, we believe that we would have materlally
underperformed our goal, and thus, our named executive officers would not earn a restricted stock award under this program.
leew1se average two-year diluted earmngs per-share growth above 18% can only be achieved through consistently high
performance and thus should be rewarded with above-target awards. Based on our -actual fiscal year 2008 diluted earnings-
per-share from continuing operations growth of 21.1%, we must achieve a diluted earnings-per-share growth of 10.9% in
fiscal year 2009 to satisfy our two-year target under the program spanning fiscal years- 2008 and 2009. The compensation
committee has the right to grant discretionary awards if the targets are:not met, but to date has not exercised this authority.

AN executwe officers (including the named executive officers) employed wrth the company on or before September
2007 were recomrnended to receive a target restricted stock award if we meet our annual average earmngs per—share goal
over the .Iuly 1, 2007 through June 30, 2009 two-year performance period. If we meet this goal, we' will issue shares of

restrlcted stock to our named executive officers in September 2009. These, shares will vest fully in March 2010. However,

the | program provrdes that if an executwe officer (including any named executive officer) terminates his or her employment
with the company prior to the March 2010 vesting date such unvested restricted stock will be forfeited back to us.

Time-Based Restricted Stock

The compensalion committee has the right to grant discretionary awards of time-based restricted stock to our executive '

ofﬁcers (mcludmg ‘the named executive officers). The compensation committee may make these discretionary grants to assist
us in the recrunment promotion or retention of executive officers, After being advised that the current value of Mr. Reidy’s
total outstanding equity in the company as a percentage of his base salary and annual bonus stood at 134%, the compensation
committee determined that this percentage was too low and approved our chief executive officet’s recommendation for a
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special time-based restricted stock award to Mr. Reidy of 6,000 shares of our common stock. This award was designed to
aid in the retention of our chief financial officer and will vest in two equal instaliments on April 30, 2012 and 2013. Qur
chief executive officer also considered whether to recommend Messrs. Martone and Benson for time-based restricted stock
awards, but determined that the value of their unvested equity in the company through previous stock option grants.and
restricted stock awards provided an adequate level of retention incentive, Qur chief executive officer determined not to
recommend Mr. Stoeckert for time-based restricted stock award due to Mr. Stoeckert’s then pending departure from the
company. The compensation committee did not consider Mr. Butler for a grant because it deemed the value of his unvested
equity in the company as providing an appropriate level of retention incentive.

Stack Options

The compensation committee approved stock option grants to each of our executive officers during fiscal year 2008
under our 2000 Stock Option Plan. We grant stock options to our named executive officers based upon their pay grades.
The grant level for each grade is determined based on our annual review of our long-term incentive compensation.program.
Our chief executive officer recommends to the compensation committee the number of stock option grants for our executive
officers other than the chief executive officer and the chief operating officer. The grant levels for our chief executive officer
and chief operating officer are recommended by a group of our executives that does not include any named executive officers,
and approved by the compensatlon committee. The grant levels approved by the compensation committee for fi scal year
2008 were consistent with the grant levels the compensation committee approved for fiscal year 2007. The compensatron
committee may make additional stock option grants to assist us in the recruitment, promotion or retention of executive
officers. We do not reprice or cancel stock options if the price at which our common stock trades is below the stock options’
exercise prices. We do not back-date stock options.

The compensation committee typically determines and approves stock option grants for our chief executive officer
and our chief operating officer in August as part of a review of their entire compensation packages. While the compensation
commitiee can consider a stock option grant at any time for our executive officers (including the named executive officers), it
makes most stock option grants at its January meeting. This date does not coincide with any regularly scheduled announcement
or corporate event. '

The options granted to our named executive officers vest during perlods of up o six years alter the date of the grant.
This means that option holders nearing the normal retirement age of 65 will experience a decline in their overall annual
compensation since a portion of their annual option grants will not vest prior to retirement. In order 1o mitigate the qeclme
in the value of the option grants, the compensation committee may allow the unvested options of an executive offi icer who
retires from active service upon reaching the age of 65 to vest on his or her date of retirement. An executive officer who
turns 60 years of age within the calendar year of the option grant would typically begm to be considered for this acceleranon
feature. Upon the discretionary recommendation of our chief executive officer, the compensation committee ‘decided at
its January 2005, 2006, 2007 and 2008 meetings that options granted to Mr. Benson at such meetings wrll vest upon hrs
retirement, prov1ded he retires after reaching age 65. Mr. Benson is currently 63 years of age.

At its: April 2008 meeting; our compensation committee determined that all future stock option grants should vest over
four years. The ¢compensation committee also determined that future retirces over age 55 with at least 10 years of servicé
will continue to vest the stock options that were granted more than |2 months before their retirement date for 36 months afier.
retirement and extended the exercise period for such vested options from 36 to 37 months after retirement. Options owned by
holders who become permanemly disabled or die after age 55 with at least 10 years of service can now be exercised within
36 months. The compensation committee made these changes by taking into account the advice of Frederic W. Cook & Co.
Inc., which indicated that a four-year vesting perrod as well as the vesting and exercise enhancements were more consistent
with the prevailing market practice among other publlc companies of our size. With respect to the post—retlremem vesting,
the newly adopted rules implement the compensation’s committee desire to have a uniform set of rules that would apply to
all option holders, rather then making vesting decisions on a case-by-case basis.

Growth Incentive Program

In fiscal year 2006, the compensation committee approved the Growth Incentive Program, an aggressive long-term
cash bonus program for select key executives, including all named executive officers other than Mr. Reidy, who was not
our employee for the first 15 months of the performance period. This program termlmted after the three-year performance
period ended on June 30, 2008.
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The program’s primary goals were to encourage prudent risk-taking by our key executive officers, increase strategic
acquisitions, and accelerate long-term revenue growth while delivering multi-year double-digit diluted earnings-per-share
growth. Consequently, for our named executive officers with corporate-wide responsibilities, the compensation committee
selected revenue and diluted earnings-per-share from continuing operations growth as the measurements of success. For
our named executive officers operating within our business units, the compensation commitiee assigned revenue and net
operating income as performance measures that were best suited to measure the success of the program at a divisional level.
The three-year performance targets set by the compensation committee exceeded our internal strategic targets on both a
company-wide and business-unit specific basis, assuring that only truly exceptional performance would be rewarded under
the program.

The compensation committee assigned three-year average performance targets for the period of July 1, 2005 through
June 30, 2008 as follows:

e Mr. Butler, overall revenue growth of 12% and dlluted earmngs per—share growth from continuing operations
of 22%;

e Mr. Martone, overall revenuc growth of 12% and diluted earnings-per-share growth from continuirig operations

of 22% for the period April 1, 2007 through June 30, 2008 when Mr. Martone held a position of our Chief
Operating Officer; and Employer Services domestic business revenue growth of 13% and net operatmg income
growth of 16% for the period July 1, 2005 through March 31, 2007 when Mr Martone held a position of Group
President of our Employer Services business;

e Mr. Beénson, overall revenue growth of 12% and diluted earmngs per—share growth from continuing operatlons

of 22%, and :

. Mr Stoeckert, Employer Serv:ces mternatlonal business revenue growlh of 10.3% and net operating income
growth of 16%.

The maximum potential payment under the Growth Incentive Program was 150% of the targeted amount, with a
minimum payment of zero. Unless revenue growth exceeds 10%, the payment was capped at 50% of target. We set target
payments for each of the named executive officers as a percentage of the base salary at the time we announced the program
in 2005 and at levels that the compensation commitiee betieved would encourage our executives to consistently outperform
our internal financial targets. Once established, the targeted awards remained fixed for the duration of the three-year period.
The target bonus levels under the Growth Incentive Program were as follows: :

. Mr. Bulle;‘, $504,000 (70% of his then base sa]ary);

e . Mr. Martone, $322.200 (60% of his then base salary):
. _M{.' Benson, $187,500 (50% of his then base salary); and _ ‘ )
‘0 Mr. Stoeckert, $190,000 (50% of his then base salary).

1

Results from this fiscal year 2006-2008 program for our named executive officers were as follows:

o overall revenue growth of 11.9% and diluted earnings-pet-share growth from continuing operations of 23.3%;
e  Employer Services domestic business revenue growth of 11.5% and net operating income growth of 13.2%; and
. Employer Services international business revenue growth of 7.8% and net operating income growth of 24.6%.

.. The compensation committee decided, upon recommendation of our chief executive officer, that revenue and diluted
earnings-per-share gains experienced solely from changes in foreign currency exchange rates should not be included in
the calculation of our overall revenue and diluted earnings-per-share growth since such gains do not reflect core business
performance. The exclusion of these foreign currency exchange gains reduced our overall performancc level and led to lower
payments for Messrs. Butler, Martone, and Benson. :
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Since the Employer Services international business revenue growth results were below the threshold performance level
of 9.8%; Mr. Stoeckert did not receive any Growth Incentive Program payments. The payments under the Growth Incentive
Program for our other named executive officers were as follows:

e Mr. Butler, $554,405 (110% of his target);
. Mr. Martone, $147,700 (46% of his target); and
s Mr. Benson, $206,251 (110% of his target).

Accelerated Revenue Program

In fiscal year 2007, the compensation committee replaced the Growth Incentive Plan with the two-year performance-
based Accelerated Revenue Program. The Accelerated Revenue Program was designed 1o encourage our key executive
officers to achieve double-digit revenue growth by awarding them with-shares of our restricted stock if we meet or exceed
the average two-year revenue growth targets. At its August 2007 meeting, the compensation committee decided to terminate

“the Accelerated Revenue Program after the two-year performance period spanning the fiscal years 2007 and 2008 ended

on June 30, 2008. The compensation committee determined that our two-year performance based restricted stock program
provides sufficient financial reward when extraordinary financial resulis are achieved and that the continuation of the
Accelerated Revenue Program was not warranted.

All of our named executive officers, except Mr. Butler, parIICIpated in the Accelerated Revenue Program. After initially
including Mr. Butler, the compensation committee decided that he should not participate since, as our chief executive officer,
he was directly involved in setting the program’s performance targets, The compensation committee assigned two-year
average revenue growth performance targets that were consistent with internal strategic operatmg plans for the period of
July 1, 2006 through June 30, 2008, as follows: -

e average two-year revenue growth of our entire company of 13.3%;
»  average {wo-year revenug growth of our Employer Services international business of 10%.

In the case of Messrs. Martone, Reidy and Benson, the average two-year revenue growth of our entire company of 13. 3%
had to be met. In the case of Mr. Stoeckert, the average two-year revenue growth of our Employer Services international
business of 10% was applicable. The initial target number of shares of restricted stock for each of Messrs. Martone, Benson
and Stoeckert was equal to a percentage (60% for Mr. Martone and 50% for each of Messrs. Benson and Stoeckert) of such
named executive officer’s July 1, 2006 base salary, divided by $46.91 (the closing price of our common stock on September
22, 2006, the date the compensation commitiee approved the target grant). The initial target number of shares of restricted
stock for Mr. Reidy was equal 1o 60% of his base salary as of October 2, 2006, the date he joined the company, divided by
$46.91. The compensation committee subsequently adjusted these target numbers in April 2007 to maintain the value of the
target award in light of the tax-free spin-off of our former Brokerage Services Group business. After such adjustment, the
target awards were as follows: '

*  Mr. Martone, 7,840 shares of restricted stock;

s Mr. Reidy, 7,019 shares of restricted stock;

. Mt. Benson, 4,562 shares of restricted stock; and
. Mr. Stoeckert, 4,623 shares of restricted stock.

The compensation committee decided, upon recommendation of our chief executive officer, that revenue gains
experienced solely from changes in foreign currency exchange rates should not be included in the calculation of our overall
revenue growth since such gains do not reflect core business performance. We did not meet the average revenue growth
targets for our named executive officers and none of our named executive officers received any awards of restricted stock
under the Accelerated Revenue Program.

Other Long-Term Incentive Pragram Considerations

We consider the accounting and tax implications when we design our equity-based and cash compensation programs
and when we make awards or grants. We design our programs to minimize accounting costs. The goal is to make only
equity-based awards and grants that we can deduct when determining our taxes. However, the overriding consideration
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when evaluating the pay level or design component of any portion of our executives’ compensation is the effectiveness of
the component and the stockholder value that management and the compensation committee believe the pay component
remforces

Both management and the compensation commrttee aim to maximize the tax deductlblllty of compensation payments
to named executive officers. Our stockholders have approved our incentive plans-that are designed and administered to
provide performance-based compensation that is awarded to our named executive officers, and therefore not subject to
the deduction limits of Section 162(m) of the Internal Revenue Code. The compensation committee may, however, award
compensation that is not deductible under Section 162(m) when, in the exercise of the committee’s judgment, such pay would
be in the best interests of the company and its stockholders.

' '

Separation Arrangement with Mr. Stoeckert

Mr. Stoeckert retired from the company on July 31, 2008. Taking into account the years of valuable service Mr. Stoeckert
provided to the company, we agreed to provide separation benefits to him that-consist in part of cash payments, credit under
our Supplemental Officers Retirement Plan, continued vesting of equity awards and continued participation in our stock
plans. The compensation committee also decided to grant Mr. Stoeckert a discretionary bonus of $200,000 to specifically
reward his years of valuable service to the company and his performance as president of our Employer Services international
business and an additional separation payment of $35,000. The arrangemént for Mr. Stoeckert is consistent with the separation
arrangements we sometimes provide to departing executives whose long-term service deserves special recognition over and
above the fixed pay and benefits that have already been earned before the executive’s departure

Other Compensation Components and Considerations

In addition to the components discussed above, we offer our executive officers (including the named executive officers)
retirement benefits, deferred compensation, perquisites, and change in conitrol protectlon The compensation committee
believes these additional benefits are fair, competitive, consistent with our overall compensation philosophy, and designed
to ensute that we can effectively retain our executive officers (including the named executive ofﬁcers) as well as effectively
compete for executive talent.

Retirement Benefits

All executive officers can participate in the Automatic Data Processing, Inc. Retirement and Savmgs Plan (our 401(k)
plan) and are automatically enrolled in the Automatic Data Processmg, Inc. Pension Retirement Plan (a tax-qualified defined
benefit cash balance pension plan) and the Supplemental Officers Retirement Plan. The Supplemental Officers Retirement
Plan provides retirement benefits to our executive officers (including the named executive officers) in excess of those
generally available under our qualified cash balance pension plan. The Supplemental Officers Retirement Plan enables us to
attract and retain senior and experienced mid to late-career executive talent necessary to achieve growth and provides these
executive officers with a retirement benefit targeted to a competmve income replacement ratio at normal retirement age.

Deferred Compensation . . " . .

All executive officers (including the named executive officers) may defer all or a portion of their annual bonuses intoa
deferred compéensation account. We make this program available to our executive officers to bé competltlve to facilitate the
recruitment of new executives, and to provide our executive officers with a tax efficient way to save for retirement. Since the
deferral accounts are made up of funds already earned by the executive officers, we do not consider the executive’s deferred
account balances, or investment earnings or losses on such balances, when we make compensation decisions.

Perquisites

Messrs. Butler and Martone receive fixed annual perquisite allowances of $125,000 that they allocate based on their
personal needs.

We provide each of our named executive officers the use of automobiles leased by the company, the use of car services,
and company-paid life insurance. Consistent with our policy towards all attendees, we pay for the spouses of our named
executive officers to accompany them to our annual sales President’s Club events. Finally, the ADP Foundation makes
contributions that match the charitable gifts made by our executive officers (including the named executive officersj up to a
maximum of $20,000 per calendar year.
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Changein Control and Severance Arrangements

The Automatic Data Processing, Inc. Change in Control Severance Plan for Corporate Officers is designed (i) to retain
our executive officers (including the named executive officers) and our staff vice presidents and (id) to align their interests
with our stockholders’ interests so that they can consider transactions that are in the best interests of our stockholders
and maintain their focus without concern regarding how any such transaction might personally affect them, In addition,
Mi. Butler, Mr. Martone, and Mr. Reidy have special arrangements described below under “Potentlal Payments Upon
Termination or Change of Control.”

Our named executive officers have different sepai’atior{ entitlements from one another. We have developed a practice
in which our chief executive officer is entitled to severance equal approximately to three times base salary and bonus under
some termination scenarios, while our other named executive officers are entitled to severance equal approximately to one
and one-half or two times base salary and bonus. We have found that a higher severance multiple for our chief executive
officer is needed in order to attract the individual we believe is best suited for the office. Qur chief executive officer is the
individual the public and our stockholders most closely identify as the face of the company. He has the greatest individual
impact on our success, and he faces the greatest personal risks when the company takes risks.

We typically provide the same severance formula to an individual occupying an office that we have provided
historically to the previous occupants of that office. The severance formulas we use for named executive officers are each
designed to provide the leve! of replacement income we feel is appropriate for that office, but the compensation our named
executive officers may receive after termination of employment or a change in control is not taken into account when current
compensation levels are determined.

Compensation Recovery

We have not adopted an executive compensation recovery policy that would require us to seek reimbursement of
compensation to a named executive officer if he or she engaged in misconduct that caused the need for restatement of our
financial results. Our 2008 Omnibus Award Plan, however, gives the compensation committee the flexibility to grant cash
and equity awards which may be recovered if a recipient engaged in misconduct that caused the need for restatement of our
financial results.

Share Ownership Guidelines

The compensation committee established share oWnership guidelines to encourage equity ownership among our
executive officers (including the named executive officers) in order to reinforce the link between their financial interests
and those of our stockholders. We’set the share ownership guidelines on the basis of each executive officer’s pay grade,
expressed as a multiple of the executive officer’s base salary on the first day of the fiscal year. Stock ownership (as defined
under the guidelines) includes shares owned outright by the executive officer or beneficially through ownership by direct
family member (spouse and/or dependent children), or shares owned through our 401{k} plan.

Under our share ownership guidelines, Mr. Butler and Mr. Martone are encouraged to own an amount of our stock
equal in value to five times their respective base salaries, while Messrs. Reidy, Stoeckert and Benson are encouraged to
own our stock in value equal to three times their respective base salaries. Until an executive officer achieves the ownership
minimum, he or she is expected to retain 75% of all restricted stock that has vested and sharcs received from the exercise of
stock options (m each instance, after all taxes have been paid).

The compensation committee determined that as of June 30, 2008, Messrs. Butler, Martone and Benson satisfy the
share ownership guidelines. Mr. Reidy, who was hired in fiscal year 2007, did not satisfy the share ownership guidelines
as of June 30, 2008. Since Mr. Stoeckert left the company on July 31, 2008, the compensation committee did not consider
Mr. Stoeckert’s compliance with the share ownership guidelines.
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CEO Compensation Study Participant Companies

Advanced Micro Devices, Inc.
Affiliated Computer Services, lnc.
Agilent Technologies, Inc.
Air Products & Chemicals, Inc.
Allegheny Technologies, Inc.
Ameriprise Financial, Inc.
Applied Materials, Inc.
Arvinmeritor, Inc.

Ashland, Inc.

Autotiv, Inc.

AutoZone, Inc.

Avery Dennison Corporation
Avon Products, Inc.

Baker Hughes, Inc.

Ball Corp.

Barnes & Noble, Inc.

Baxter International, Inc.
BB&T Corp.

Beazer Homes USA, Inc,
Becton Dickinson & Co

Bed Bath & Beyond, Inc.

Big Lots, Inc.

BJ Services Co.

BJ’s Wholesale Club, Inc.
Black & Decker Corp.
BorgWarner, Inc.

Brinker International, Inc.
Campbell Soup Co.

Capital One Financial Corp.
CarMax, Inc.

Clorox Co.

Commercial Metals Co.
Constellation Brands, Inc.
Cooper Industries Ltd.
Darden Restaurants, Inc.
Dillard’s, Inc.

Dollar Generat Corp.

Dover Corp.

Energy Transfer Partners L.P.
Estee Lauder Companies, Inc.
Fifth Third Bancorp

Foot Locker, Inc.

Fortune Brands, Inc.

Frontier Gil Corp.

Genuine Parts Co.

Goodrich Corp.

Great Atlantic & Pacific Tea Co, Inc.

H&R Block, Inc.

H. J. Heinz Company
Harrah’s Entertainment, Inc.
Hershey Co.

Hormel Foods Corp.
Hovnanian Enterprises, inc.

Ikon Office Solutions, Inc.

Jacobs Engineering Group, Inc. |

Kellogg Co.

Keycorp

Levi Strauss & Co.
Lexmark International, Inc.
Limited Brands, Inc.
McGraw-Hill Companies, Inc.
Mellon Financial Corp.
Micron Technology, Inc.
Monsante Co.

Mosaic Co.

Nationat City Corp.
NCR Corp.

Newmont Mining Corp.
Nordstrom, Inc.

NRG Energy, Inc.
NVR, Inc.

OfficeMax, Inc.

Oneok Partners LP
Owens & Minor, Inc.
Pantry, [nc.

Parker Hannifin Corp.
Pilgrims Pride Corp.
Praxair, Inc.

Regions Financial Corp.
Rinker Group Lid
Rockwell Automation, Inc.
Ross Stores, Inc.

Ryland Group, Inc.
SAIC, Inc.

Saks, Inc.

Sanmina-SCI Corp.
Seagate Technology
Shaw Group, Inc.
Sherwin Williams Co.
Smith International, Inc.
Solectron Corp.

Sonic Automotive, Inc.
Starbucks Corp.

State Street Corp.
Stryker Corp.

SunTrust Banks, Inc.
Synnex Corp.

Teppco Partners LP
Toll Brothers, Inc.

V F Corp.

W.W. Grainger, Inc.
Western Digital Corp.
Whole Foods Market, Inc.
Winn Dixie Stores, Inc.
Wrigley Wm Jr Co.

X Capital Ltd
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COMPENSATION COMMITTEE REPORT

The compensation committee has reviewed and discussed with management the foregoing Compensation Discussion
and Analysis section of the company’s 2008 proxy statement. Based on its review and discussions with mahagement, the
compensation committee recommended to the board of directors that the Compensation Discussion and Analysis be included

in the company’s 2008 proxy statement.

Compensation Committee
of the Board of Directors

Gregory D. Brenneman, Chairman
 Leslie A. Brun
.. R. Glenn Hubbard

John P. Jones

Frederic V. Malek
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COMPENSATION OF EXECUTIVE OFFICERS
The following table summarizes the compensation of our named exccutive officers for fiscal year 2008.

Summary Compensation Table For Fiscal Year 2008

Change in
Pension

\ Valuc and

Nongqualified

. . . v Deferred

o : - Non-Equity Compen-

. Incentive Plan sation All Other
Name and Stock Awards Option Compensation  Earnings  Compensation
Principal Pasition Year Salary($) Bonus($) 85 Awards (3)(6) ($UT )8 (SH9) Total (%)
. (8) L) ®© L (e n (2 (h) i 1]

Gary C.Butler. .. ...... 2008 $900,000 $ 0 $2,168340 $2,631,808 32,579,405 31,095,792 $218,628 $9,593,973 /_—
President and Chief. 2007 $850,005 $ 0 52,240,346 $2,912,136  $2,330,000 $ 928,838 §246,132 $9,507457 8
Executive Officer, : . : o

Christopher R. Reidy. ... 2008 $510,000 $ 21,780(2) $ 944,519 § 283461 §-524,520 § 99853 § 36,623 $2,420,756 ot
Chief Finaricial + 2007 $377,500 % 0 $1,010,121 § 199,098 $ 648100 $ 58981 § 19719 ' $2,313,519 E
Officer - P . ' g

S. Michael Martone. . ... 2008 $750,000 § 45,00002) $1.334,615 3 595832 $1,04‘0,950 b 707,431 $253.893  $4,747.721 | &
Chief Operating 2007 3$581,365 § 0 31387966 % 4164,794 $ 874,000 _S) 580,566 $451,199 $4,339,890 | n
Officer o _ _ , , P &"

JamesB. Benson . ...... 2008 $450,063 $ 11,970(2) § 633,922 § 246,606 - § 625,281 . § 400,203 § 52,572 $2420,617 g
General Counsel and 2007 $405,017 $150,000(3) § 685953 % 254,113 3 488,200 _$ 295,800 3 71,229 $2,350,312 3
Secretary 4]

George 1. Stoeckert(1) ... 2008 $409,034 $204,600(4) § 578,014 § 654,557 § 363,500 3 281358 3126,519 $2,617.582 \ 3

o
-]

President, Employer 2007 $398,660 $ 0 § 638092
Services-intemational

285,931 461,400 $ 276,469 3 64,605 82,125,157

() Mr. Stoeckert ceased to be an executive officer on June 30, 2008 and retired from the company on July 31, 2008.

(2) . The compensation committee elected to score each named executive officer at 150% of the target for the earnings-per-

-share growth target matrix, and not at the-120% as contemplated by the bonus target objectives applicable to Messrs.

Reidy, Martone, Benson and Stoeckert. The amount paid over and above the 120% contemplated by the bonus target
objectives is reported in this column.

(3) Discretionary bonus recognizing Mr. Benson’s efforts related to the spin-off of our former Brokerage Services Group
business completed on March 30, 2007,

(4) The amount reported in this column reflects (i) a discretionary bonus of $200,000 in recognition of Mr. Stoeckert’s
years of service and performance as President, Employer Services—International and (7i) the amount paid with respect
to the earnings-per-share growth target matrix that is over and above the 120% contemplated by the applicable bonus
target objective. ‘

(5) Amounts set forth in the Stock Awards column represent the dollar amount recognized for financial statement
reporting purposes for fiscal years 2008 and 2007 as'computed in accordance with SFAS 123R, disregarding estimates
of forfeitures related to service-based vesting conditions. For additional information about the assumptions used in
these calculations, see Note 13 to our audited consolidated financial statements for the fiscal year ended June 30,
2008 included in our annual report on Form 10-K for the fiscal year ended Juné 30, 2008, and Note 14 to our audited
consolidated financial statements for the fiscal year ended June 30, 2007 included'in our annual report on Form 10-K
for the fiscal year ended June 30, 2007.

6) Amounts set forth in the Option Awards column represent the dollar amount recognized for financial statement
.+ reporting purposes for fiscal years 2008 and 2007 as computed in accordance with SFAS 123R, disregarding estimates
of forfeitures related to service-based vesting conditions. For additional information about the assumptions used in
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these calculations, sec Note 13 to out audited consolidated financial statements for the fiscal year ended June 30,
2008 included in our c.nnual report on Form 10-K for the fiscal year ended June 30, 2008, and Note 14 to our audited
consolidated financial statements for the fiscal year ended June 30, 2007 included in our annual report on Forin 10-K
for the fiscal year end :d June 30, 2007.

Performance-based bc nuses, including payments under the Growth Incentive Program, are shown in this column. The
2008 payments under he annual cash bonus program and the Growth Incentive Program, respectively, were as follows:
Mr. Butler, $2,025,000) and $554,405; Mr. Martone, $893,250 and $147,700; and Mr. Benson, $419,030 and $206,251.
Mr. Reidy received ar annual cash bonus of $524,520 and Mr. Stoeckert received an annual cash bonus of $363,500.
Mr. Reidy did not par icipate in the Growth Incentive Program. Mr. Stoeckert did not receive any payments under the
Growth Incentive Prozram because the Employer Services international business revenue growth resuits were below
the threshold perform ince level.

Amounts shown refle :t the aggregate increase during the last fiscal year in the present value of the executive’s benefit
under our tax-qualified cash balance pension plan, the Automatic Data Processing, Inc. Pension Retirement Plan, and
our non-qualified supplemental retirement plan, the Supplemental Officers Retirement Plan. The Pension Retirement
Plan and the Supplen ental Officers Retirement Plan provide benefits in the form of a lump sum and/or an annuity.
We calculated a prese it value of the executive’s benefii using an interest crediting rate, a discount rate and a mortality
assumption. We calcu ated the present value as of June 30, 2006 using the RP-2000 white collar mortality table, a 4.75%
interest crediting rate for the pension plan, and a 6.25% discount rate; we calculated the present value as of June 30,
2007 using the RP-2000 white collar mortality rate (projected to 2007), a 4.75% interest crediting rate for the pension
plan, and a 6.25% discount rate; and we calculated the present value as of June 30, 2008 using the RP-2000 white
collar mortality rate ( »rojected to 2008), a 4.50% interest crediting rate for the pension plan, and a 6.95% discount rate.
The change in 2008 i the present value of the Pension Retirement Plan was negative $31,173 for Mr. Butler, negative
865,721 for Mr. Martane, and negative $73,360 for Mr. Stoeckert; we reflected $0 for these amounts.

Please refer to the “A | Other Compensation™ table below for further information,

ALL OTHER COMPENSATION FOR FISCAL YEAR 2008

Matching
Other Tax Perquisite  Aireraft Charitable
Benefits  Payments  Allownnce Use Contributions

(1) (2} 3} ) %)

GaryC. Butler. . ... . i e $ 63,989 $17,639 $125,000 $0 - $12,000
Christopher R.Reidy .. ... ... ... ... .. ... ......... $ 25873 8 500 § 0 %0 $10,250
S.Michael Martone . ........... i $ 79,003 $43,390 $125,000 $0 $ 6,500
James B.Benson. . ... ..o $ 32572 % 0% 0 %0 $£20,000

gel. Stoeckert...... . ... ... .. .o $105205 $ 1314 § 0 $0 $20,000

(D

Other Benefits incluc e:

a.  Actual cost to the company of leasing automobiles (and covering related maintenance, registrations and insurance
fees) used for prrsonal travel: Mr. Butier, $10,460; Mr. Reidy, $8,020; Mr. Martone, $12,065; Mr. Benson, $12,065;
and Mr. Stoeck rt, $15,565.

b.  Amount paid b’ the company on behalf of the executives’ spouses who accompanied such executives on business
travel: Mr, Reic y, $1,969; Mr. Martone, $1,313; and Mr. Stoeckert, $3,457,

¢.  Relocation exp :nse: Mr. Martone, $32,221.

d.  Matching cont ‘ibutions to the company’s 401(k) plan: $7,830 cach for Messrs. Butler, Martone, Benson and
Stoeckert, and 54,860 for Mr. Reidy.

e.  Dividends paid on restricted stock included in the Stock Awards column of the Summary Compensation Table:
Mr. Butler, $44,163; Mr. Reidy, $9,750; Mr. Martone, $24,038; Mr. Benson, $11,504; and Mr. Stoeckert, $10,784.

f. Life insurance and accidental death and dismemberment premiums paid by the company: Mr. Butler, $1,116;
Mr. Reidy, $85%; Mr. Martone, $1,116; Mr. Benson, $753; and Mr. Stoeckert, $685.
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g.  Allowance for annual physicai examination: $420 for each named executive ofﬁcer.
h.  Amount paid for accrued and unused vacation: Mr. Stoef:kert, $31,464.

i.  Special separation payment: Mr. Stoeckert, $35,000.

Tax Payments include:

a.  Gross-up in respect of taxable travel benefits: $500 each for Messrs. Reidy and Martone, and $1,314 for Mr.
Stoeckert. :

b.  Gross-up for relocation expense: Mr. Martone, $27,961.

¢.  Gross-up for laxable benefit of personal use of aircraft chartered by the company: Mr. Butlet, $17,63%; and
Mr. Martone, $14,929.

Pursuant to the provisions of his employment agreement, Mr. Butler has an annual perquisite allowance of $125,000. In
October 2007, the compensation committee decided to discontinue a practice of reimbursing Mr. Martone for personal
use of the company-chartered aircraft and replaced it with a $125,000 annual perquisite allowance and a $75,000 base
salary increase.

Mr. Butler used a significant portion of his perquisite allowance of $125,000 to fully reimburse the company for his
personal use of aircraft chartered by the company and the incremental cost to the company of his personal use of
aircraft owned by the company. Mr. Martone used his entire annual perquisite allowance to offset the incremental cost
to the company of providing him with personal use of aircraft chartered by the company and reimbursed the company
for the incremental cost to the company in excess of $125,000. Personal use of the aircraft benefit is valued at the
actual incremental cost to the company of providing the benefit to the executive. With respect to the aircraft chartered
by the company, the incremental cost is the contracted per-hour cost, including empty aircraft positioning costs, plus
any fuel surcharges, additional catering or landing fees, taxes and segment fees. With respect to the aircraft owned
by the company, the incremental cost is calculated by multiplying the personal flight time, including empty aircraft
positioning time, by the aircraft’s hourly variable operating cost. Variable operating cost includes maintenance, fuel,
cleaning, landing fees, flight fees, catering, and crew traveling expenses, including hotels, meals, and transportation.
Since the aircraft owned by the company is primarily used for business travel, we do not include the fixed costs that
do not change based on usage, such as crew salaries as well as hangar, insurance and management fees. Since Messrs.
Butler and Martone have reimbursed the company for their personal use of the aircraft, there are no amounts shown in
this column. '

Reflects matching charitable contributions made by the ADP Foundation in an amount not to exceed $20,000 in a
calendar year in respect of any named executive officer’s charitable contributions for that calendar year.
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In the foregoing Grants of Plan-Based Awards table, we refer 1o.our two-year performance-based restricted stock
program as 2-Yr PBRS. 10 our time-based restricted stock program as TBRS, and to our 2000 Stock Option Plan as
2000 SOP.

The grant dates shown in column (b) of the table were determined pursuant to SFAS 123R. Column (bb) of the table
shows the actual dates on which our compensation committee:

s et target award amounts unde’r the two-year per'forhance-based restricted stock program,
o  awarded restrlc.led stock under the time-based restricted stock program and .
. granted Stock optmns under the 2000 Stock Optlon Plan. ‘

With respect to Messrs. Buller and Reidy, the foregoing awards and grants were made pursuant to employment
agreements with the company dated June 28, 2006 and August 1, 2006, respectively, which are summarized below.

We computed the grant date fair value of each restricted stock award and option grant shown in column (I}
in accordance with SFAS 123R, disreparding estimates of forfeitures related to service-based vesting conditions. For
additional information about the assumptions used in these calculations, see Note 13 to our audited consolidated financial
statements for the fiscal year ended June 30, 2008 included in our annual report on Form 10-K for the fiscal year ended
June 30, 2008. '

] . ' . v ‘

Mr. Butler Employment Agreement

Mr. Biitler entered into an cmployment.agreemeﬁt with the c_qmpany on June 28, 2006. The agreement provides for
successive one-year terms beginriing on August 31, 2006 unless terminated by the company or Mr. Butler at least six months
before the end of the appllcable one-year term.

-+ Mr. Butler’s annual base salary is at least $850 (00, and his annual target bonus is at least $1.200,000. The actual bonus
paid to Mr. Butler is based upon his accomplishment of pre-established performance goals established by the compensation
committee. | fthe performance goals established by the compensation committee under the applicable two-year performance-
based restricted stock program have been achieved at the 100% target level, the company will issue Mr. Butler at least 32,000
shares of restricted stock. if the performance goals for any such program are exceeded or are not achieved, the number of
shares of restricted stock issued to Mr. Butler will be increased or décreased, as appropriate.

Pursuant 10 the employment agreement, Mr. Butler received a one-time stock option grant for 150,000 shares of common
stock on July 1, 2006, Tn addition, Mr. Butler will be granted stock options for a minimum of 200,000 shares of common
stock each fiscal year during the term of the employment agreement. Subject to the attainment of any pre-established
performance goals that may be set by the compensation committee (in its sole discretion), each stock option will vest in five
equal annual installmenis of 20% each, commencing one year after the applicable grant date.

The company will pay Mr. Butler a perquisite allowance of $125,000 each fiscal year. The salary, bonus, stock and
other arrangements for Mr. Butler will be reviewed annually by the compensation committee and may be increased in its
sole discretion. Mr. Butler is also entitled to participate in all of the company’s then current pension, 401(k), medical and
health, life, accident, disability and other insurance programs, stock purchase and other plans and arrangements (including
all policies relating to the exercise of stock options following a person’s retirement from, or cessation of employment with,
the company) that are generally available to other senior executives of the company.

Mr. Butler’s employment agreement also contains provisions related to the change in control or termination, which are
summarized below under “Potential Payments to Named Executive Officers Upon Termination or Change In Control.”

Mr. Reidy Employment Agreement

Mr. Reidy entered into an employment agreement with the company on August 1, 2006, Mr, Reidy’s annual base salary
is at least $500,000, and his annual target bonus is at least $400,000. The actua! bonus paid to Mr. Reidy is based upon his
accomplishment of pre-established performance goals established by the compensation committee. If the performance goals
established by the compensation committee under the applicable two-year performance-based restricted stock program
have been achieved at the 100% target level, the company will issue Mr. Reidy 13,000 shares of restricted stock. if the
performance goals for any such program are exceeded or are not achieved, the number of shares of restricted stock issued
to Mr, Reidy will be increased or decreased, as appropriate. Commencing in January 2008, Mr. Reidy will be granted stock
options for a minimum of 20,000 shares of common stock each fiscal year during the term of the employment agreement.
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Mr. Reidy’s employmant agreement also contains provisions related to his non-voluntary termination from the company,
which are summarized below under “Potential Payments. to Named Executive Officers Upon Termination or Change In
Control.”

Stock Options

We currently grant stack options under our 2000 Stock Option Plan with an exercise price equal to our closing stock
price on the date of grant ¢ nd with a term of up to ten years, Options granted before January 2007 have an exercise price
equal to the average of the I igh and the low sales prices of our stock on the day of grant. Options vest over a five-year period,
beginning on the second ar niversary of the grant date (for all key executives of the company, including the named executive
officers other than Mr. But er, whose options start vesting on the first anniversary of the grant date), or the first anniversary
of the grant date (for all otl er optionees). All such options vest only while an executive is employed by the company, unless
certain specified events occur, such as death or disability, in which case the options immediately vest and become {ully
exercisable. Stock options «xpire no more than ten years from their date of grant.

An optionee has no ri zhts as a stockholder with respect to any shares covered by his or her options until the options are
exercised. During the life of the optionee, the option is exercisable only by him or her. No option is exercisable more than
60 days after termination of employment. Notwithstanding the foregoing, if termination is due to the total and permanent
disability of the optionee, vested options remain exercisable for 12 months after termination (unless such person dies during
such 12-month period, in v/hich case the period applicable in case of death applies) or, if termination is due to the death of
an optionee, vested option:, remain exercisable until the earlier of six months after the appointment and qualification of an
executor or administrator of the deceased optionee’s estate or 12 months after the death of the optionee. In addition, if the
optionee is at least 55 year:. of age at the time of retirement and has completed at least 10 years of service with the company,
then vested options will re nain exercisable for a perio'd of 36 months from the date of such person’s retirement {unless such
person dies during such 3u-month period. in which case other periods apply), or, if such retiree has five (but less than 10)
years of service with the company, then vested options will remain exercisable for a period of 12 months from the date of
such person’s retirement {inless such person dies during such 12-month period, in which case the period applicable in the
event of death applies). . ct ' ‘

It our board of directors decides it is in the best interest of the company for Mr. Martone 1o retire on or after July 1,2009
and prior to his 65™ birthdwy, all of Mr. Martone’s unvested stock options will vest as of his designated retirement date.
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Name

(a)
Gary C. Butler ........

Christopher R. Reidy . . .

S. Michae} Martone . . ..

OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END 2008

Option Awards Stock Awards
Equity
Incentive
Equity Plan
Incentive Awards:
Pian Market
Awards: or Payout
, Number of Value of
Market Unearncd Unearned
Number of Number of Value of Shares, Shares,
Securities  Securities Number Shares or Units or Units or
Underlying Underlying of Shares Units of Other Other
Unexercised Unexercised Option or Units of Stock That  Rights Rights That
. Options (#) Options (#) Exercise Option Stock That Have Not That Have Have Not
Grant (Exercis-  (Unexercis- Price Expiration Have Not Vested  Not Vested Vested
Date(l) able}d2) abley2) (5)(2) Date Vested (#) ($)(3) (#)(4) (5)(3)
(b) © ) ] )] ® (h) {i}
7/2611999 109,750 $38.1 7125/09
14/18/1999 65,850 $40.06 L0/17/09
8/14/2000 109,750 35111 3N4/10
8/13/2001 109,750 $44.06 R/13411
912112001 8.780 $39.64 9720111
7/22/2002 76,825 $29.3% 7/21/12
7/2212002 10,864 £29.38 22
8/12/2002 109,750 $33.58 &/11/12
8/11/2003 42,802 28,535 £34.45 8/10/13
8/11/2003 88,898 59,264 $3445 8/10/13
8/11/2004 39,510 59,265 $35.56 8/10/14
8/11/2005 21,950 87,800 $40.51 810415
1172006 76,825 307,300 $41.50 630416
8/9/2007 200,000 $47.55 8/8/17
927/2005 3,750 $§ 157,125
9/22/2006 13,334 $ 558,695
9/10/2008 43,960 £1,839.410
— 43,750 £1.833,125
104272006 82,312 $42.98 10/i/16
1/31/2008 20,000 $40.28  1/30/2018 . .
4/30/2008 6,000 $ 251,400
9/10/2008 17,833 $ 747,203
— 16,250 $ 680,875
5/15/2000 27,431 $46.90 5/15710
5/15/2001 27,437 $48.12 5N14/11
9/21/2001 4,801 $39.64 9/20/11
51412002 27,431 $48.36 51312
712272002 27,437 $29.38 721/12
742242002 5,991 £29.38 2012
5/13/2003 21,949 5,488 $31.28 51213
8/11/2003 17,560 4,390 $34.45 8/10/13
S/11/2004 19,755 13,170 $42.30 s5/10/14
8/11/2004 14,706 22,060 83556 8/10/14
1/27/2006 7,353 29,413 $40.70 1/26/16
1/26/2007 60,362 $42.94 ~1/25/47
8/9/2007 55,000 $47.55 R/8/17
972712005 1,375 $ 57613
9/22/2006 2,750 $ 115225
9/10/2008 34,296 £1,437,002
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Option Awards Stock Awards
Equity
Incentive
Equity Plan
Incentive Awards:
Plan Market
Awards: or Payout

Number of Value of
Market Unearned Unearned

Number of Number of Value of Shares, Shares,
' Securities  Securities Number  Sharcsor  Units or Units or
Underlying Undertying of Shares’ Units of Other Other
Unexercised Unexercised Option or Units of Stock That  Rights Rights That
! Options (#) Options (#) Exercise Option Stock That Have Not  That Have Have Not
) Grint  (Exercis- {(Unexercis- ‘Price  Expiration Have Not Vested  Not Vested Vested
Name Dat:(1) _ able)(2) able}(2) (8X2) Date Vested (#) ($)}3) #H) (HA3)
(B)' L) k) (d} (e) D (2) (h) (i)
James B. Benson. ...... 10/1¢/1999 27,437 ! $ 40.06 10/17/09
10/17 /2000 21,950 §54.59 10/11710
9/2° 42001 2,880 $39.64 920/11
10/27 /2001 21,950 $44.96 10/21/11
71242002 21,950 $29.38 7421N2 ‘
7/2,./2002 3.621 $29.38 22
11712420602 17,560 4,390 $ 38,65 /11712
8/1 /2003 13,169 3,293 $34.45 8/10/13
11 72003 16,463 10,974 $35.74 11/10/13
1/2 12005 7,462 11,195 $39.40 1/26/15
112112006 3,731 14,926 $40.70 1726016
1722007 18,657 $42.94 172517
1/31/2008 17,000 $40.28 1/30/18
92 172005 667 § 27,947
9/2 12006 1,334 $ 55895
9/1 42008 16,462 5 689,758
' — 15,000 $ 628,560
George 1. Stoeckert. . . . . 10/21/1998 43,900 $34.72 10/28/08
10/18/1999 27437 $ 40.06 iV17/09
10/1772000 21,950 $ 5459 10/17/10 7
9/2 172001 3,594 $39.64 9/20/11 ' *
1042 212001 21,950 $4496 10721711
74212002 21,950 $29.38 ”21N2
72212002 4,444 $29.38 721412
11/} 2/2002 17,560 4,390 $38.65 13/11112
8/ 112003 17,560 4,390 $£3445 810/13
11/ 142003 19,755 13,170 §£35.74 LIA10/13
14 7/2005 8,780 13,170 $39.40 1/26/15
14742006 4,390 17,560 $40,70 1/26/16 "
141612007 21,950 £42.94 1725117
1/M/2008 20,000 $ 40,28 1/30/18
9/ 172005 834 § 34945
9/ 1212006 1,667 § 693847
9/ 10/2008 14,267 $ 597,787
— ’ 13,000 § 344,700
(1) We have included in the table awards under our two-year performance-based restricted stock program spanning fiscal

@

3y
)

years 2007 and 200¢.. Such awards were formally made on September 10, 2008,

The option awards and exercise price of options granted prior to March 30, 2007 have been adjusted to reflect the spin-
off of our former Brokerage Services Group business on March 30, 2007.

Market value based on June 30, 2008 closing price of our common stock of $41.90 per share.

Equity Incentive Plan Awards reflect the 2008-2009 two-year performance-based restricted stock program awards
that are subject to achievement of target level performance. Since our performance during the first year of the 2008-2009
performance-based restricted stock program would result in awards at the 125% level, we report the number of shares
to be awarded at the conclusion of the program based on achieving the 125% level.
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OUTSTANDING EQUITY AWARDS VESTING SCHEDULE FOR FISCAL YEAR 2008

Option Awards

Stock Awards

Grant Date

Vesting from Grant Date

Grant or

Vesting Schedule

GaryC.Butler ............. 7/26/1999

10/18/1999

8/14/2000

'8/13/2001

9/21/200t
71222002

72212002

8/12/2002

8/11/2003

8/11/2003

8/11/2004

8/11/2005

T1/2006

8/9/2007

20% vested on 7/26/2001;
20% vested on 7/26/2002;
40% vested on 7/26/2003;
20% vested on 7/26/2004
33% vested on 10/18/2002;
67% vested on 10/18/2003
20% vested on 3/14/2001;
20% vested on 8/14/2002;
20% vested on 8/14/2003;
20% vested on 8/14/2004;
20% vested on 8/14/2005
60% vested on 8/13/2004;
20% vested on 8/13/2005;
10% vested on 8/13/2006;
10% vested on 8/13/2007
100% vested on 9.’1/_2(502
20% vested on 7/22/2003;
20% vested on 7/22/2004;
20% vested on 7/22/20035;
20% vested on 7/22/2006;
20% vested on 7/22/2007

" 100% vested on 9/1/2003

40% vested on 8/12/2004;
20% vested on 8/12/2005;
20% vested on 8/12/2006;
20% vested on 8/12/2007
20% vested on 8/11/2005;
20% vested on 8/11/2006;
20% vested on 8/11/2007;
20% vested on 8/11/2008;
20% vests on 8/11/2009
20% vested on 8/11/2005;

20% vested on 8/11/2006;

20% vested on 8/11/2007;
20% vested on 8/11/2008;
20% vests on 8/11/2009
20% vested on 8/11/2006;
20% vested on 8/11/2007;
20% vested on 8/11/2008;
20% vests on 8/11/2009;
20% vests on B/11/2010
20% vested on 8/11/2007;
20% vested on 8/11/2008; -
20% vests on 8/11/2009;
20% vests on 8/11,2010;
20% vests on 8/11/201t
20% vested on 7/1/2007;
20% vested on 7/1/2008;
20% vests on 7/1/2009;
20% vests on /172010,
20% vests on M1/2011
20% vested on 8/9/2008;
20% vests on 8/9/2009;
20% vests on 8/9/2010;
20% vests on 8/9/2011;
20 vests on 8/9/2012

43

Award Date

92712005

9/22/2006

9/10/2008
9/21/2009

33 1/3% vested on 7/1/2006;
33 1/3% vested on 7/1/2007;
33 1/3% vested on 7/1/2008
Grant was made after performance period

which coincides with vesting date of July 1.

33 1/3% vested on 7172007,

33 1/3% vested on 7/1/2008;

33 1/3% vests on 7/1/2009

Grant was made after performance period

which coincides with vesting date of July 1
Stock will vest six months after grant date.
If performance targets arc achieved, stock
will be granted on or about 9/21/2009 and

will vest fully six months after grant date.
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Option Awards

Stock Awards

Grant Date

Vesting from Grant Date

Grant or
Award Date

Vesting Schedule

Christopher R. Reidy ........ 10/2/2006

1/31/2008

S. Michael Martone . ........ 5/15/2000

5/15/2001

9/21/2001
5/14/2002

772212002

712212002
5/13/2003

8/11/2003

5/11/2004

8/11/2004

1/27/2006

20% vests on 10/2/2008;
20% vests on 10/2/2009;
20% vests on 10/2/2010;
20% vests on 10/2/2011;
20% vests on 10/2/2012,
20% vests on 1/3172010;
20% vests on 1/31/2011;
20% vests on 1/31/2012;
20% vests on 1/31/2013;
20% vests on 1/31/2014

40% vested on 5/15/2004;
40% vested on 5/15/2005;
20% vested on 5/15/2006
45% vested on 5/15/2005;
33% vested on 5/15/2006;
22% vested on 5/15/2007
100% vested on 9/1/2002
40% vested on 5/14/2003;
20% vested on 5/14/2006;
20% vested on 5/14/2007,
20% vested on 5/14/2008
20% vested on 7/22/2003;
20% vested on 7/22/2004;
20% vested on 7/22/2005,
20% vested on 7/22/2006,
20% vested on 7/22/2007
100% vested on 9/1/2003
20% vested on 5/13/2005;
20% vested on 5/13/2006;
20% vested on 5/13/2007,
20% vested on 5/13/2008;
20% vests on 5/13/2009
20% vested on 8/11/2004;
20% vested on 8/11/2005;
20% vested on 8/11/2006;
20% vested on 8/11/2007;
20% vested on 8/11/2008
20% vested on 5/11/2006;
20% vested on 5/11/2007;
20% vested on 5/11/2008;
20% vests on 5/11/2009,
20% vests on 5/11/2010
20% vested on 8/11/2006;
20% vested on 8/11/2007;
20% vested on 8/11/2008;
20% vests on 8/11/2009;
20% vests on 8/11/2010
20% vested on 1/27/2008;
20% vests on 1/27/2009,
20% vests on 1/27/2010;
20% vests on 1/27/2011;
20% vests on 1/27/2012
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4/30/2008

9/10/2008
9/21/2009

92772005

9/22/2006

9/10/2008
9/21/2009

50% vests on 4/30/12;

50% vests on 4/30/13

Stock will vest six months after grant date.
[f performance targets are achieved, stock
will be granted on or about 9/21/2009 and
will vest fully six months after grant date.

33 1/3% vested on 7/1/2006;
33 1/3% vested on 7/1/2007,

"33 1/3% vested on W/1/2008

Grant was made after performance period
which coincides with vesting date of July 1.
33 1/3% vested on 7/1/2007;

33 1/3% vested on 7/1/2008;

33 1/3% vests on 7/1/2009

Grant was made after performance period
which coincides with vesting date of July L.
Stock wili vest six months after grant date.
If performance targets are achicved, stock
will be granted on or about $/21/2009 and
will vest fully six months after grant date.




Option Awards

Stock Awards

Grant Date

-

- Vesting from Grant Date

Grant or
Award Date

Vesting Schedule

1/26/2007

8/9/2007

James B. Benson............ 10/18/1999

10/17/2000

9/21/2001
10/22/2001

72272002

712212002
11/12/2002

§/11/2003

11/11/2003

1/27/2005

112772006

20% vests on 1/26/2009;
20% vests on 1/26/2014)
20% vests on 1/26/2011;
20% vests on [/26/2012;
20% vests on 1/26/2013
20% vests on 8/9/2009;
20% vests on 8/9/2010;
20% vests on 8/9/2011;
20% vests on 8/9/2012;
20% vests on 8/9/2013

20% vested on 10/18/2002;
20% vested on 1(/18/2003;
20% vested on 10/18/2004;
40% vested on 10/18/2005
33 1/3% vested on 10/17/2001;
33 /3% vested on 10/17/2002;
33 1/3% vested on 10/17/2003
100% vested on 9/1/2002
20% vested on 10/22/2002;
20% vested on 10/22/2003;
20% vested on 10/22/2004;
20% vested on 10/22/2005;
20% vested on 10/22/2006
20% vested on 7/22/2003;
20% vested on 7/22/2004;
20% vested on 7/22/2005;
20% vested on 7/22/2006;
20% vested on 7/22/2007
100% vested on 9/1/2003
20% vested on 11/12/2004;
20% vested on 11/12/2005;
20% vested on 11/12/2006;
20% vested on 11/12/2007,
20% vests on 11/12/2008
20% vested on 8/11/2004;
20% vested on 8/11/2005;
20% vested on 8/11/2006;,
20% vesicd on 8/11/2007;
20% vested on 8/11/2008
20% vesied on 11/11/2005;
20% vested on 11/11/2006;
20% vested on LI/11/2007;
20% vests on 11/11/2008;
20% vests on 11/11/2009
20% vested on 1/27/2007,;
20% vested on 1/27/2008;
20% vests on 1/27/2009;
20% vests on 1/27/2010;
20% vests on 1/27/2011
20% vested on 1/27/2008;
20% vests on 1/27/2009,
20% vests on 17272040,
20% vests on 1/27/2011;
20% vests on 1/27/2012

45

9/27/2005

972212006

9/10/2008
92172009

33 1/3% vested on 7/1/2006;
33 1/3% vested on 7/1/2007,
33 1/3% vested on 7/1/2008
Grant was made after performance peried

which coincides with vesting date of July I,

33 1/3% vested on W1/2007,

33 1/3% vested on 7/1/2008;

33 1/3% vests on 7/1/2009

Grant was made afier performance period

which coincides with vesting date of July 1.

Stock will vest six months after grant date.
If performance targets are achicved, stock
will be granted on or about 9/21/2009 and
will vest fully six months after grant date,
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Option Awards . Stock Awards

. Grant or
Grant Date » Vesting from Grant Date Award Date Vesting Schedule

1/26/2007 20% vests on 1/26/2009;
20% vests on 1/26/2010;
20% vests on 1/26/2011;
20% vests on 1/26/2012;
20% vests on 1/26/2013

1/31/2008 20% vests on 1/31/2010;
20% vests on 1/31/2011;
20% vests on 1/31/2012;
20% vests on 1/31/2013;
20% vests on /3172014

George |. Stoeckert. . ........ 10/29/1998 25% vested on 10/28/2001; 912712005 33 1/3% vested on 7/§/2006;
25% vested on 10/29/2002; 33 1/3% vested on 7/1/2007,
25% vested on 10/29/2003; : 33 1/3% vested on 7/1/2008
. 25% vested on 10/29/2004 Grant was made after performance period
10/18/1959 20% vested on 10/18/2001; which coincides with vesting date of July 1,
20% vested on 10/18/2002; 9/22/2006 33 1/3% vested on 7/1/2007,
20%% vested on 10/18/2003; . 33 1/3% vested on 7/1/2008;
209 vested on 10/18/2004; 33 1/3% vests on 7/1/2009
20% vested on 10/18/2005 Grant was made after performance period
10/17/2600 25% vested on 10/17/2003; which coincides with vesting date of July 1.

25% vested on 10/17/2004; 9/10/2008 Stock will vest six months after grant date.
25% vested on 10/§7/2005; 9/21/2009 If performance targets are achieved, stock
25% vested on L0/17/2006 will be granted on or about 9/21/2009 and

9212001 100% vested on 9/1/2002 will vest fully six months after grant date.

10/22/2001 20% vested on 10/22/2002;
20% vested on 10/22/2003;
20% vested on 10/22/2004;
20% vested on 10/22/2005;
20% vested on 10/22/2006
7/22/2002 20% vested on 7/22/2003;
20% vested on 7/22/2004;
20% vested on 7/22/2005;
20% vested on 7/22/2006;
20% vesied on 7/22/2007
72212002 100% vested on 9/1/2003
11/12/2002 20% vested on 11/12/2004;
20% vested on 11/12/2005;
20% vested on 11/12/2006;
20% vested on 11/12/2007,;
20% vests on 11/12/2008
8/11/2003 20% vested on 8/11/2004;
20% vested on 8/11/2005;
. 20% vested on 8/11/2006;
20% vested on 8/11/2007;
20% vested on 8/11/2008
11/11/2003 20% vested on 11/11/2005;
20% vested on 11/11/2006;
20% vested on 11/11/2007,
20% vests on 11/11/2008;
20% vests on 11/11/2009
1/27/2005 20% vested on 1/27/2007;
20% vested on 1/27/2008;
20% vests on 1/27/2009;
20% vests on 1/27/2010;
20% vests on 1/27/2011
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oo K - Option Awards ' " .. Stock Awards '
Grant or
Grant Date Vesting from Grant Date Award Date Vesting Schedule
11272006 ‘ 20% vested on 1/27/2008;

20% vests on 1/27/2009;
20% vests on 1/27/2010; o

20% vests on 1/27/2011;

- 20% vests on 1/27/2012
1/26/2007 20% vests on 1/26/2009,
' 20% vests on 1/26/2010;
20% vests on' 1/26/2011;
20% vests on 1/26/2012;
v " 20% vests on 1/26/2013 ' -
/3172008 20% vests on 1/31/2010;
20% vests on 1/3172011;
20% vests on 1/31/20H2;
30% vests on 1/31/2013;

" 20% vests on 1/31/2014

ﬂ
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OPTION EXERCISES AND STOCK VESTED TABLE FOR FISCAL YEAR 2008

Option Awards Stock Awards
Number Number
of Shares Value of Shares Value
Acquired on Realized on Acquired on Realized on
Name Exercise (#) Exercise (3) Vesting (#) Vesting ($)
(&) (b) @ (d) ()

GaryC.Butler(l) ....... ...l 131,700 $1.861,632 42,416 $£1,929,824
Christopher R. Reidy(2) .. ...... ... ... ... ... 0 $ 0 13,000 $ 578,890
S. Michael Martone(3) ... ....... ... ..., 32,925 $ 117,190 28,237 $1,268,229
JamesB.Benson{4)...... ........ ... ... 43,900 $ 639,430 13,489 $ 605917
George |. Stoeckert(S). ... ...... ... .. ... . ..., 43,900 $1,058,697 12,066 3 543.863
() Mr. Butler exercised options to purchase 131,700 shares on April 3, 2008 with an exercise price of $29.1846 and a

2)
(3}

“)

(5)

market price of $43.32. Mr. Butler acquired 10,416 shares with a market price of $48.47 on July 2, 2007, and 32,000
shares with a market price of $44.53 on January |, 2008, each upon lapse of restrictions.

Mr. Reidy acquired 1:1,000 shares with a market price of $44.53 on January 1, 2008 upon lapse of restrictions.

Mr. Martone exercised options to purchase 32,925 shares on April 3, 2008 with an exercise price of $39.8907 and a
market price of $43.45. Mr. Martone acquired 2,750 shares with a market price of $48.47 on July 2, 2007 and 25,487
shares with a market irice of $44.53 on January 1, 2008, each upon lapse of restrictions.

Mr. Benson exercised options to purchase 43,900 shares on October 31, 2007, with an exercise price of $34.7244 and a
market price of $49.2'), He acquired 1,333 shares with a market price of $48.47 on July 2, 2007 and 12,156 shares with
a market price of $44 53 on January 1, 2008, each upon lapse of restrictions.

Mr. Stoeckert exercised options to purchase 43,900 shares on November 5, 2007, with an exercise price of $24.8839
and a market price of $49.00. He acquired 1,666 shares with a market price of $48.47 on July 2, 2007 and 10,400 shares
with a market price 07 $44.53 on January |, 2008, each upon lapse of restrictions.

48




PENSION BENEFITS FOR FISCAL YEAR 2008

Number of Present Value Payments
Years Credited of Accumulated During Last
Name Plan Name Service(l) Benefit{2){3)(4) Fiscal Year
(@) (b) © (d) (&)
Gary C.Butler...".......... " Automatic Data Processing, Inc. 32.50 $1,842,361 $0
: " Pension Retirement Plan ) ' 0
Supplemental Officers : 16.67 $4,693,153 50
Co " Retirement Plan o o
Christopher R. Reidy ... ...  Automatic Data Processing, Inc. 0.50 "° 8 2,663 $0
S " """ Ppension Retirement Plan ' : o _
Supplemental Officers ‘ 1.00° $ 156,171 ' $0°
Retirement Plan ' ' : ‘
S. Michael Martone ........ Automatic Data Processing, [nc. 20.50 $ 1,773,544 $0
. : Pension Retirement Plan : .
Cre + Supplemental Officers 13.00 $1;200,005 - 30
‘ : ) Retirement Plan o : -
James B. Benson. .......... Automatic Data Processing, Inc. 30.50 - $2,020,696 $0
o ' Pension Retirement Plan N '
_ Supplemental Officers ' 16.67 $1,004,754 $0
: Retirement Plan’ ’ e
George 1. Stoeckert. .. ...... Automatic Data Processing, Inc. 15.50 $1 ,580,323 0
Pension Retirement Plan . o ) '
Supplemental Officers L 16.00 $ 422,778 $0
Retirement Plan T
(1)  Consists of the number of years of service credited a5 of June 30, 2008 for the purpose of determmmg benefit service

@

&)

@

under the applicable pension plan Credited service is defmed in the Supplemental Officers Retirement Plan as full

“calendar years of coritinuous employment with the company, Credited service is deﬁned in the Pension Retirement Plan

as elapsed tlme of employment with the company.

et

The Pension Retirement Plan and the Supplemental Officers Retirement Plan provide benefits in the form of a lump

sum and/or an annuity. We calculated a present value of the executive’s benefit using an interest crediting rate, a

discount rate and-a mortality assumption. We calculated the actuarial present values of accumulated benefits as of
June 30, 2008 under the Pension Retirement Plan and Supplemental Officers Retirement Plan using the RP-2000 white
collar mortality table (projected to 2008) and a 6.95% discount rate. For the Pension Retirement Plan only, we also used
a4. 50% interest crediting rate.

Cash balances under the Pension Retirement Plan are included in the present values shown for the Pension Retlrcmcm
Plan in column (d) and, at June 30, 2008, are as follows: Mr. Butler, $296,967; Mr. Reidy, $3,635; Mr. Martone, $195,039;
Mr. Benson, $275,977; and Mr. Stoeckert, $149,231.

The present values of accumulated benefits for the Pension Retirement Plan and Supplementa] Officers Retirement
Pian were determined as ‘of the normal retlrement age, i.e., age of 65.

_Automatlc Data Processmg, Inc Pensmn Retlrement Plan

The Pension Retirement Plan is.a tax- quahﬁed defined benefit plan covering substantlally all U.S. employees of the

company. Under the Pension Retirement Plan, the company credits participants’ notional accounts with annual contributions,
which are determined based upon base salary and years of service. The contributions range from 2.1% to 10% of base salary
and the accounts earn interest based upon the ten-year U.S. Treasury constant maturity rates. Compensation used to determine
the benefits in any given year is limited to calendar year base salary up to the Internal Revenue Service compensation limit
in effect for the plan year. A participant must have three years of service to receive any benefit.
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Supplemental Officers Ri::tirement Plan

The company sponscrs a Supplemental Officers Retirement Plan, which is a non-qualified defined benefit plan that
pays a lump sum and/or a1 annuity upon retirement. Eligible participants include the named executive officers and other
officers of the company with titles of corporate vice president and above,

On August 14, 2008 cur board approved amendments to the Supplemental Officers Retirement Plan. These amendments
include changes to the Suiplemental Officers Retirement Plan benefits formula and .the early retirement factors, in each
case, used for any active ejnployee not already earning a benefit by January 1, 2008 or any participant who had not attained
age 50 by January 1, 2009 (we refer to such participants as ‘“non-grandfathered participants,” and to all other participants
as “grandfathered participants”), as well as changes relating to_the forms of benefit available for all current and future
participants. All participar ts must have at least five years of service to receive any benefit under the Supplemental Officers
Retirement Plan. After ten years of service, a participant will qualify for the full annual benefit (we refer to the percentage
of the benefit that has been earned by a participant based on the number of calendar years of continuous plan participation
as the “vested percentage”).

Supplemental Officers Retirement Plan benefits begin on the earliest of (i) the later of attainment of age 60 and the
first day of the seventh minth following separation from service, (7} disability or (i) death. Participants can receive their
benefits in the form of a s ngle life annuity, a 25%, 50%, 75% or 100% joint and survivor annuity with a beneficiary, or a
ten year certain and life aninuity. Subject to rules required under Section 409A of the Internal Revenue Code, participants
may generally also elect to have either 25% or 50% of their benefits paid in a single lump sum. A participant who terminates
employment by reason of lisability is eligibie to receive an unreduced benefit payable as of the participant’s termination.
Upon the death of a participant, the participant’s surviving spouse or other designated beneficiary is eligible to receive a
50% survivor benefit, pay ible as a life annuity, or if elected, a guaranteed payment for 120 months only. A Supplemental
Officers Retirement Plan participant whose employment is involuntarily terminated is eligible to receive service credit for
the full year in the year it which the employment terminates. Under certain circumstances, annual benefits are subject to
reduction for payments from social security, the Pension Retirement Plan and the 401(k) plan, and any retirement benefits
from a former or subseque nt employer of the participant.

For grandfathered farticipants, the amount of the annual benefit is determined by taking the average annual
compensation of a particip int for the five full consecutive calendar years during which he or she received the highest amount
of compensation (we refer to’such average annual compensation as “final average annual pay™), and then multiplying that
amount by a factor of 1.5°%, the number of yéars of service and his or her vested percentage. The maximum annual plan
benefit which may be paic to grandfathered participants will be limited to 25% ofa participant’s final average annual pay
(which we express as-a ma:imum service period of 16.67 years). For grandfathered participants, compensation covered under
the Supplemental Officers Retirement Plan includes base salary and bonus amounts (paid or deferred) and compensation
from restricted stock. vesting during the fiscal year. A grandfathered participant whose benefit payments begin before the
first day of the month on o1 after the participant’s 65" birthday will receive payments which are reduced at a rate of 5/12 of 1%
per month for each full me ath by which the participant’s benefit commencement precedes the participant’s 65 birthday.

For non-grandfather.:d participants the amount of the annual benefit is determined by taking such participant’s final
average annual pay, and then multiplying that amount by a factor of 2%, the number of years of service (up to 20 years),
and his or her vested percintage. For non-grandfathered participants with more than 20 yedrs of service only, added to that
first amount will be an am ount equal to such participant’s final average annual pay, multiplied by 1%, up to five additional
years of service, and his o) her vested percentage. Final average annual pay for non-grandfathered participants will be based
on salary, bonuses, and in:entive payment awards, excluding restricted stock and other stock-based awards. The maximum
annual plan benefit whict may be paid to non-grandfathered participants will be limited to 45% of a participant’s final
average annual pay. A noi-grandfathered participant whose benefit payments begin before the first day of the month on
or after the participant’s 65* birthday will receive payments which are reduced at a rate of 4/12 of 1% per month for each
month (up to 36 months) »y which the participant’s benefit commencement precedes the participant’s 65 birthday, and,
if applicable, further reduced at a rate of 5/12 of 1% for each month by which the benefit commencement precedes the
participant’s 62™ birthday. Non-grandfathered participants cannot receive a benefit less than the benefit they had accrued on
December 31, 2008 under the formula applicable to grandfathered participants.

If any participant wi hin 24 months after his or her employment terminates violates the non- competttlon provisions of
any agreement such partic pant has entered into with the company, such partampam will forfeit all of his or her benefits under
the Supplemental Officers Retirement Plan.
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NONQUALIFIED DEFERRED COMPENSATION FOR FISCAL YEAR 2018

-

Executive Registrant Aggregate Aggregate Aggrepate

Contributiens in  Contributions in  Earnings in Withdrawals/ Balance at-

M 2008(1) (3) " 2008 (%) f2008(2)(S) Distributions ($) ~ June 30, 2008(3)
@ : L. e (b B () - e (d) .o (® )]
Gary C. Butler... . ... e e oo, $2.330,000 . $0 - 5118949 v S0 $2,448.949 -
Christopher R. Reidy . ... .. ... .. TR $ 0 f0 3 0 %0 $ 0
S. Michael Martone ....... Lol P T | $0. $ 0 30 $ 581,027
JamesB.Benson...................... $ 488,200 30 . 5. 0 . 50 $2,354,421
% 0

George I. Stoeckert. . .................. $ 0 50

" N L P ' ' - '

30 5 0

+

(1) The amounts listed in column {b) reflect the annual bonus for fiscal year' 2007 that was payable in fiscal year 2008,
but which was deferred by Messrs. Butler and Benson; these amounts were reporied as compensation in the Summary
Compensation Table for fiscal year 2007. In addition, the annual bonuses earned for fiscal year 2008 by Mr. Butler
($2,025,000) and Mr. Benson ($431,000) that were paid in August 2008 were also deferred by Messrs. Butler and
Benson; these amounts were reported as compensation in the Summary Compensation Table for fiscal year 2008. As
the amounts in respect of fiscal year 2008 bonuses were not deferred until after we concluded fiscal year 2008, such

g amounts are not included in columns.(b) and (.

(2) The aggregate earnings of Mcssrs. Martone and Benson were negative $57,871 and $81,803, respectwely We reflected
$0 for these amounts. The earnings amounts are not reported as compensauon in the last fiscal year in the Summary
Compensatlon Table.

(3) The following amounts-were previously reported as compensation in the Summary Compensation Table for previous
years: Mr. Butler, § 2,330,000, Mr. Martone $117,058; and Mr, Benson, 488,200. .

Dei‘erred Compensation P‘rngpam ‘

1

 Under the ADP Executive Deferred Compensation Program,-atl key executives of the company (in¢luding the named
executive officers) can defer up to 100% of their annual bonuses into a deferred compensation account, Officers must make
annual clections to defer i in the first quarter of the fiscal year in which the bonus is earned. They can choose two investment
optlons for their deferrals a fixed income fund or a fund designed to track the performance of the Standard & Poor’s index
of 500 ]eadmg U.S. companies. The fixed fund rate is adjustcd each fiscal year. For fiscal year 2008, the fixed fund rate
was 5. 75%, or 112% of the applicable federal long-term rate. The company does not match deferrals by its, named exccutive
officers or otherwise contribute any amounts to the named exccutive officers’ deferred compensation accounts.

AI] deferrals made begmmng with fiscal year 2005 are administered in compliance with Section 409A of the Inlernal
Revenue Code. Fund allocations arc chosen at the same time the deferral is elected. The program does not allow such
allocations to change once the. deferr'll is made 1o the account, Each pﬂrllClp‘]nl has the option of making a one-time change
affecting when théir distributions from the account will occur. The change, which is required to be made twelve months before
the first distribution date, and can only be used 1o delay the timing and change the number of installment payments received.
However, in accordance with Section 409A, any changed distribution cannot be earlier than 5 years after the previously
scheduled distribution date with the exception of paymeits made by the reason of death or permanent dlsablhty

The| program requm:s that on termination of employment, other than due to retirement, death or dlsabnllty, deferred funds
will be distributed to participants in a lump sum payment. This overrides all previously elected distribution schedules. Those
funds and the earnings on deferrals made for fiscal year 2005 and later may be distributed to an executive after termination
of employment only after a six-month delay. Distributions are subject to federal, state and local income taxes on both the
principal amount and investment earnings at the ordinary income rate in the-year in which such payments are made. '

. .
- . . . i r il 1
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POTENTIAL PAYMENTS TO NAMED EXECUTIVE OFFICERS UPON TERMINATION
OR CHANGE IN CONTROL

Change in Control Severaice Plan for Corporate Officers

We have in effect the Automatic Data Processing, Inc. Change in Control Severance Plan for Corporate Officers. The
change in control plan provides for the payment of specified benefits to officers selected by the board of directors if their
employment terminates after a change in control of the company. All named executive officers of the company participate'in
the change in control plan. .\s of June 30, 2008, there were 30 participants in the change in control plan.

The change in control plan provides that:

e participants whc are terminated without cause or who leave for good reason during the two-year period following
the occurrence -»f a change in control will receive a lump sum paymem equal to 150% of such participant’s
current total anr ual compensation;

e  participants whc are terminated without cause or who ieave for good reason during the third year following the
occurrence of a ;hange in control will receive a payment equal to 100% of such participant’s current total annual
compensation;

*  options to purchase common stock held by participants who are terminated without cause or who leave for good
reason during the two-year period following the occurrence of a change in control will become fully vested and
exercisable;

e  options to purchase common stock held by participants who are terminated without causé or who leave for
good reason during the third year following the occurrence of a change in control will become fully vested and
exercisable to tl e extent, that such options would have otherwise vested within one year after being terminated
without cause o1 leaving for good reason;

e restricted shares issued under the time-based restricted stock program and held by participants who are terminated
without cause o who leave for good reason during the two-year period following the occurrence of a change in
control will become fully vested as to those restricted shares for which vesting restrictions would otherwise have
lapsed within tv'o years after being terminated without cause or leaving for good reason;

e restricted shares issued under the time-based restricted stock program and held by participants who are terminated
without cause 0" who leave for good reason during the third year following the occurrence of a change in control
will become fu'ly vested to the extent that vesting restrictions would have lapsed within one year after bemg
terminated without cause or leaving for good reason; and

s since under the ;wo-year performance-based restricted stock program restricted shares are not issued until after
the end of the applicable two-year performance periods, the company will issue to a participant on the date such
participant is terminated without cause or leaves for good reason the number of restricted shares a participant
would have bee 1 entitled to receive had the performance goals been achieved at the 100% target rate in the then
ongoing two-yeir performance based restricted stock programs.

A participant’s current total annual compensation equals his or her highest rate of annual salary during the calendar
&ear in which his or her er iployment terminates or the year immediately prior to the year of such termination, plus his or
her average annual bonus compensation earned in respect of the two most recent calendar years immediately preceding the
calendar year in which his or her employment terminates.

The change in control payments due to Messrs. Reidy, Benson and Stoeckert are payable solely pursuant to the terms
of the change in control plin. However, Messrs. Butler and Martone are both entitled to receive, on an item-by-item basis,
the greater of the benefits : nd payments and more favorable conditions provided under the change in control plan and/or, in
the case of Mr. Batler, his ¢ mployment agreement entered into on June 28, 2006 and, in the case of Mr. Martone, the change
of control agreement enter::d into on November 15, 2006.
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A “change in control” will have occurred if:

e any “person” (as defined in Section 3(a)(9) of the Exchange Act), excludmg the company, any subsidiary of the
company, or any employee benefit plan sponsored or maintained by the company (including any trustee of any
such plan acting in its capacity as trustee), becomes the “beneficial owner” (as defined in Rule 13d-3 under the
.Exchange Act) of securities of the company representing 35% or more of the total combined voting power of the
company’s then outstanding securities; . .

o there occurs a merger, consolidation or other business combination of the company (a-“transaction”), other

than a “transaction” immediately following which the stockholders of the company immediately prior to the

. “transaction” continue to be the beneficial owners of securities of the resulting entity representing more than 65%

of the voting power in the resultmg entity, in substantially the same proportions as their ownership of company
voting securities immediately prior to the “transaction”; or . . -

s - there occurs the sale of all or substantially all of the company’s assets, other than a sale immediately following
which the stockholders of the company immediately prior to the sale are the beneficial owners of securities of the
purchasing entity representing more than 65% of the voting power in the purchasing.entity, in substantially the
same proportions as their ownership of company voting securities immediately. prior to the “transaction.”

Ifinstructed by a participant, the company will reduce payments under the change in control plan to avoid the application
of excise taxes pursuant to Section 4999 of the Internal Revenue Code. . :

Employment Agreement with Mr. Butler

Mr. Butler entered into an employment agreement with the company on June 28 2006. The employment agreemem
provides that the company’s obligation to make payments to Mr. Butler will cease on the date he is terminated for cause, i.e.
if he has:

»  been convicted of a felony and such conviction has been upheld by a final ruling of court of law;,
o failed or refused to perform his obligations as chief executive officer;

-o  committed any act of negligence in the performance of his duties under the employmem agreement and failed to
" take appropriate corrective action (if such corrective action can be taken); or .

. commltted any act of willful misconduct.

If the company terminates Mr. Butler’s employment for any reason other than (i) for cause, as discussed above (it) for
death or permanent or serious dlsablllly, either physical or mental, (iii) on account of a change in control, or (iv) because the
compensation committee either deems it to be in the company’s best interests for Mr. Butler to retire before his 65" birthday
(or if Mr. Butler elects to retire after his 65" birthday) or confers on any other person any authority, duties, responsibilities
or poweis superior or equal to the authority, duties, responsibilities or powers that Mr. Butler Has as the company s chief
executive officer on August 31, 2006, Mr. Butler will, for 24 months after such termination date:

®  receive his annual base salary;
®  have his stock options continue to vest;
. ¢  have the restrictions on his restricted stock continue to lapse (without regard to any performance goats); and

' e continue to participate in each of the then ongoing performance-based restricted stock programs in the same
' manner as would have been the case had he continued to be an employee of the company and, if the performance

" - goals established by the compensation committee under the applicable programs have been met, Mr. Butler will

‘ receive the number of shares of restricted stock or cash, as the case may be, that he would have beén entitled to
receive had he continued to be an employee of the company. Co

. If Mr. Butler dies or becomes permanently and seriously disabled, either physically or mentally, so that he is absent
from. his office due to such disability and otherwise unable substantially to perform his services under the employment
agreement, the company may terminate his employment. Under such circumstances, the company. will continue to pay
Mr. Butler’s full compensation up to and including the effective date of his termination for death or disability. For 36 months
after such termination date, he will;

e receive his annual base salary;
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®  receive his restrizted stock (as alt resirictions will be removed for 36'months) and unvested stock options, all of
which will automatically vest on the date of his death or termination for disability; and

e continue to part cipate in each of the then ongoing performance-based restricted stock programs in the same
manner as woulc have been the case had he continued to be an employee of the company and, if the performance
goals establishec by the compensation committee under the applicable programs have been met, he is to receive
the number of skares of restricted stock or cash, as the case may be, that he would have been entitléd to receive
had he continue¢ to be an employee of the company. e

If Mr. Butler elects ¢ voluntarily leave in the absence of a change in control {other than where the compensation
committee determines that tis in the company’s best interests for Mr. Butler to retire before his 65 birthday or confers on
any other person any authority, duties, responsibilities or powers superior or equal to the authority, dutiés, responsibilities
or powers that Mr. Butler h:.d as chief executive officer of the company on August 31, 2006, or if Mr. Butler'elects to retire
after his 65" birthday), the c ompany’s obligation to make any payment to Mr. Butler will cease on the date his ernployment
ends. . S

If Mr. Butler’s employinent is terminated olher than for Lause or he resigns for good reason, within 24’ months following
a change in control of the company: - : g

e  he will receive a lump sum termination payment equal to a percentage, ranging from 300% if such termination
occurs within tw o years after such change in control, to 200%/’if it occurs in the third year, to 100% if it occurs
after the third year, of his current totai annual compensation;

* all of his stock options will become fully vested and all of his restricted stock having restrictions lapsir[g within
three years afte- such termination will have such restrictions aulomaueally rembved (wuhout regard to any
performance go: Is); and

. ]
e the number of shares of restricted stock Mr. Butler would have been entitled to receive had the performance goals
been achieved at the 100% target rate in each of the then ongoing performance-based restricted stock programs
is to be immediately and automatically issued to him and all restrictions thereon removed.

For purposes of the en ployment agreement, good reason means any action which results in a diminution in any respect
in Mr. Butler’s current posi' ion, authority, duties or responsibilities as the company’s chief executive officer, or a reduction
in the overall level of his compensation or benefits.

Mr. Butler’s employm :nt agreement provides that in the event any payment to him lbllowing a change in control results
in the imposition of an excise tax under Section 4999 of the Internal'Revenue Code; he will receive an additional payment
such that after the payment )f all such excise taxes and any taxes on the additional payntents, he will be in the same afler—tax
position as if no excise tax Jtad been imposed.

If the compensation C ymmittee deems it to be in the company’s best interests that Mr. Butler retires prior to reaching
his 65 birthday or if he de«ides to retire at any time after his 65 birthday, then:

. on the date of hi i retirement, all of Mr. Butler’s restricted stock then owned by him will continue to be owned by
him and the restrictions thereon will continue to lapse int the same manner as would have been the case had he
continued to be .in employ¢e of the company; o

¢ Mr. Butler will continue to participate in each of the then ongoing performance-based restricted stotk programs
in the same mar ner as would have been the case had he continued to be an employee the company and he will
receive the numbser of shares of restricted stock he would have been entitled to receive had he continued to be an
employee of the :ompany, the restrictions on whtch wiltl continue to lapse in the same manner as would have been
the case had he continued to be an employee the company; and

e all of Mr. Butler's outstanding unvested stock options will vest on his retirement date.

If our board of directcrs confers on any other person (including any other director, officer or associate of the company)
any authgrity, duties, respor sibilities or powers superior ot equal to the awthority, duties, responsibilities or powers Mr. Butlér
had as our chief executive officer on August 31, 2006, Mr. Butler may deem such action to constitute a request that he
immediately retire in the be st interests of the company, in which case the arrangements set forth in the foregomb paragraph

will apply.
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If Mr. Butler’s employment terminates other than for cause, then, for purposes of the Supplemental Officers Retirement
Plan, his final average annual pay will be deemed to include the applicable compensation attributable to the periods covered
by the termination payments made to Mr. Butler under his employment agreement. If the compensation committee deems
it to be in the company’s best interests that Mr. Butler retire prior to his 65" birthday, any early retirement benefit payable
under the Supplemental Officers Retirement Plan wﬂ] not be actuarially reduced to reflect the payment of benefits before
his normal retirement date,

Change in Control Agreement with-Mr. Martone . '

Mr. Martone entered into a change in control agreement with the company on November 15, 2006. The agreement
provides that if Mr. Martone is terminated without cause or if Mr. Martone leaves for good reason during the two-year period
following the occurrence of a change in control, Mr. Martone will receive a lump sum payment equal to 200% of his cufrent
total annual compensation. This termination payment will be reduced to 150% or 100% of Mr. Martone’s current total
annual compensation if such termination or resignation occurs during the third year, or more than three years, respectively,
following the occurrence of a change of control. : '

In addition, all of MTr. Martone’s stock options will become fully vested, and all of his restricted stock having restrictions
lapsing within three years after. the date of such termination or resignation will have such restrictions automatically
removed. In the event any payment to Mr. Martone following a change in control results in the imposition of an excise tax
under Section 4999 of the Internal Revenue Code, he will receive an additional payment such that after the payment of all
such excise taxes and any taxes on the additional payments he will be in the same after—tax position as if no excise tax had
been imposed.

Employment Agreement with Mr. Reidy

Mr, Reidy entered into an employment agreement with the company on: August 1, 2006 The agreement provides that
if Mr. Reidy is non-voluntarily terminated from the company within the first three years of his employment, he will receive
two yéars of base salary, bonus and restrlcted stock. After the third year of his employment Mr. Reldy mll be entitled to

separanon pay equal to one year of base salary, bonus and restricted stock.

Health Coverage

Certain éxecutives, including named executive officers, who termmate employmem with the company after they have
attained age 55 and been credited with ten years of service are eligible to pammpate in our executive retiree medical plan.

Termination and Change in Control Tables . ' b

The following tables set forth the payments which each of our named executive officers would have received under
various termination scenarios on June 30, 2008. With regard to the payments on a change in control,.the amounts detailed
below presume that each named executive officer’s employment was terminated by the company w1thout cause or by the
executive for good redason within two years foliowing the change in control occurrmg on June 30, 2008
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Potential Payments upon Termination or Change in Control for
Gary C. Butler ‘

Termination . [rnmluntr).r
. Following Change ' ' " Termination
Payment Elements In Control Death Disability Without Cause Retirement
(%) 3 (8} ($) 3)
Termination Payment. ...... ............ $ 8,366,250(1) $ 2,700,000{2) § 2,700,000(2) $ 1,800,000(3) § 0
Stock Options(4). . .. ...ovve v, $ 1,275,264 § 1,275264+  $ 1,275,264 $ 1,275,264+ § 1,275,264
Restricted Stock(5)......... ......... ... $ 3,653,848 $ 3,653,848 $ 3,653,348 $ 3,653,848 $ 3,653,848
Supplemental Ofﬁcers Retirenent Plan(6) ... § 6,461,528(7) §$ 2,262,748 5. 6,461 528(7) § 6,46},523(7) $ 5,385,683(8)
Excise Tax Gross Up....... ...... e $ 4,482,617 3 0 b 0 S 0 $ 0
Health Coverage(9)......... ............ $ 57,000 b3 0 $ 57,000 $. 57,000 $ 57,000
Deferred Compensation{10).. ............ T 0§ 2448949 § 2,448,949’ 3 2'.4‘48,949 $ 2,448,949 $ 2,448,949 |
N\ Other. ..........c.cviiiee ciiiinn . 8 0 3 0 8 0 % 0 % 314.409(11)
: Total ..o $26,745.455 $12,340,808 $16,596,588 $15,696,588 $13,135,152
(1) Represents payment of three times of each of (i) highest rate of annua! salary during the calendar year in which

@)
)
)
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)

(6)
Q)
(8)

®

I

(10)

(11)

employment terminatcs or the year immediately prior to the termination ($900,000) and (ii) average annual bonus for
the two most recent cc mpleted calendar years ($1,888,750).

Represents payment or‘three times of annual salary of $900,000.
Represents payment o two times of annual salary of $900,000.

Assumes all outstanding options were exercised on June 30, 2008 at $41.90 per share, the cl'osing'pr'ice of a' share of
common stock of the company on the New York Stock Exchange on June 30, 2008.

'Amoums_ include $71¢ ,820 attributable to'one-yeaf performance-based res.tricted_stock, and $2,938,028 attributable to

the 2007/2008 and 20-)8/2009 two-year performance-based restricted stock programs. Amounts assume performance
goals of the two-year performance-based restricted stock program spanning fiscal years 2008 and 2009 will be achieved
at 100% target rate.

Represents present va ue of the benefit as of June 30, 2008. We calculated the present value as of June 30, 2008 using
the RP-2000 white co lar mortality table (projected to 2008) and a 6.95% dlSCOlmt rate.

Mr. Butler is entitled tvan unreduced early retirement benefit upon termination following change in control, involuntary
termination or disabil ty. Amount represents the present value of an unreduced early retirement benefit.

Present value of accriied benefit as of June 30, 2008 reduced for early retirement by 5% per year for every year Mr.
Butler’s age precedes 55.

We determined the present value of this health coverage using a discount rate”of 6.25% and a'medical inflation rate
beginning at 9.5% for 2008-2009 and ultimately settling at 3% by 2015.

Represents aggregate value of nonqualified deferred compensation balance at June 30, 2008. The deferred compensation
account is funded ent rely by Mr. Butler’s bonus deferrals,

Value of administrative support, office space and automobile. The amount disclosed assumes Mr. Butler would use
these benefits for 3.3 years, which is the period between June 30, 2008 and October 31, 2011, when Mr. Butler will
be 65, }
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Potential Payments upon Termination or Change in Control for
Christopher R. Reidy '

Termination ' Involuntary

. A . Following Change . . Termination
Payment Elements In Control Death Disability Without Cause  Retirement
(%) (%) &) ity 4]

Termination Payment . .. .............c...... .$1,455938(1) § 0% 0 §1,836,00002) 50

Stock Options(3). .. ... $ 32400 $ 32400 § 32400 3 0 50

Restricted Stock(4) . ...t $1,142.487 $1.142,487 $1,142,487 $ 1,195,575 $0

Supplemental Officers Retirement Plan(S) ....... $ 0 b 0% 509289 % .0 $0

Total ... 32,882,225 $1,426,287 $1,935,576 § 3,031,575 30

(1) Represents payment of one and one-half times of each of (i} highest rate of annual salary during the calendar year
in which employment terminates or the year immediately prior to the termination ($510,000) and (ii} average annual
bonus for the two most recent completed calendar years ($460,625).

2 Represent§ payment of two times of each of annual salary of $510,000 and target annual bonus of $408,000.

(3) Assumes all outstanding options were exercised on June 30, 2008 at $41.90 per share, the closing price of a share of
commen stock of the company on the New York Stock Exchange on June 30, 2008.

(4) Amounts in the columns for Tcrminatlon Following Change in’'Control, Death and Disability are altribuiable to the
2007/2008 and 2008/2009 two-year performance-based restricted stock programs and assume that performance goals
of these programs will be achieved at 100% target rate. As per an existing employment agreement the company has
with Mr. Reidy, the amount for the Involuntary Termmauon Without Cause column reflects a payment valie of two
‘times the 2007/2008 two- -year performance-based restricted stock.

(5) Represents present value of the benefit as of June 30, 2008. We calculated the present value as of June 30, 2008 using

- the RP-2000 white collar mortality table (projected to 2008) and a 6.95% discount rate. The amount in the Disability
column reflects the present value of an unreduced early retirement benefit.
Potential Payments upon Termination or Change in Control for
S. Michael Martone .
Termination . Involuntary s
. , ) Following Change Terminaticn
Payment Elements , In Control Death Disability Without Cause Retirement
' ' %) ) s (%) ($)

Termination Payment(1)................... $3,049275 % 03 0 % 0 % -0

Stock Options(2). . .. ....ovviiiien it $ 266,164 $ 266,164 § 266,164 § 0 3 0

Restricted Stock(3). r........ e $2.369948 $2,369.948 $2,369.948 § 0 5 0

Supplemental Officers Retirement Plan(4) $1,550309 -3 578918 $1,852,735 §1.,550,309 $1,427,532(5)

Health Coverage(6). .......... PP $ 80,000 % 0% 80000 $ 80000 $ 80,000

Deferred Compensation{7)................. $ 581,027 $§ 581,027 $ 581027 $ 581,027 § 581,027

Total ... ... e $7,896,723  $3,796,057 $5,149,874 $2.211.336 $2,088,559

(1) Represents payment of two times of each of (i) highest rate of annual salary during the calendar year in which
employment terminates or the year immediately prior to the termination ($750,000) and (ii) average annual bonus for
the two most recent completed calendar years ($774,638). ,

(2) Assumes all outstanding options were exercised on June 30, 2008 at $41.90 per share, the closing price of a share of
common stock of the company on the New York Stock Exchange on June 30, 2008.

(3) Amounts include $172,838 atiributable to one-year performance-based restricted stock, and $2,197,110 attributable to

the 2007/2008 and 2008/2009 two-year performance-based restricted stock programs. Amounts assume performance
goals of the two-year performance-based restricted stock program spanning fiscal years 2008 and 2009 will be achieved
at 100% target rate.
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(4) Represents present value of the benefit as of June 30, 2008. We calculated the present value as of June 30, 2008 using
the RP-2000 white collar mortality table (projected to 2008) and a 6.95% discount rate. The amount in the Disability
column reflects the pr :sent value of an unreduced ear]y retirement benefit.

(5) Present value of accry ed benefit as of June 30, 2008 reduced for early retirement by 5% per year for every year Mr.
Martone’s age precede s 635. : :

(6) We determined the present value of'this health coverage using a discount rate of 6.25% and a medical inflation rate
beginning at 9.5% for 2008-2009 and ultimately settling at 5% by 2015. : -

{7) Representsaggregate alue of nonquahﬁed deferred compensatmn balance at June 30, 2008 The deferred compensation
account is funded ent; irely by Mr. Martone s bonus deferrals. !

" Potential Payments upon Termination or Change in Control for
James B..Benson
N \ Termination T Involuntary
Q Following Change : ‘Termination
Q Payment Elements _ . In Control Desth Disability  Without Cause Retirement
% S ® ® ® ® ®
U | Termination Payment(1)............ e © o $1,293,994 § 0% 0 3 0 $ 0
q .
o] Stock Options(2). ........................ £ 179902 § 179902 3 179902 § 0.3 0
X Restricted Stock(3) . .. ... $1,138465 $1,138,465 $1,138465 $ 0 3 0
< . ' .. . . ]
W Supplemental Officers Ret rement Plan(4) $1,081,380 $ 483,817 $1,181,836 $1,081 380 $1,081,380(5)
=y Health Coverage(6). . ..................... $ 43,000 § 0§ 43000 § 43000 $ 43,000
2 Deferred Compensation(7)................. $2,354421  $2,354,421 $2,354421 $2354421 §2,354,421
g Total ... 56,091,162 $4,156,605 $4,897.624 $3,478.801 $3,478,801
‘ 1 (1)  Represents payment of one and one-half times of each of (i) highest rate of annual salary during the calendar year
| ?... in which employment terminates or the year immediately prior to the termination ($450,063} and (ii) average annual
}—/ bonus for the two mc st recent completed calendar years ($412,600). '
| (2) Assumes all outstanling options were exercised on June 30, 2008 at $41.90 per share, the closing price of a share of
common stock of the company on the New York Stock Exchange on June 30, 2008.

(3) Amounts include $81,842 atiributable to one-year performance-based restricted stock, and $1,054,623 atiributable to
the 2007/2008 and 2 )08/2009 two-year performance-based restricted stock programs. Amounts assume performance
goals of the two-year performance-based restricted stock program spanning fiscal years 2008 and 2009 will be achieved
at 100% target rate.

(4) Represents present value of the benefit as of June 30, 2008. We calculated the present value as of June 30, 2008 using
the RP-2000 white collar mortality table (projected to 2008) and a 6.95% discount rate. The amount in the Dlsablhty
column reflects the present value of an unreduced early retirement benefit. : S :

(5)  Present value of accried benefit as of June 30, 2008 reduced for early retirement by 5% per year for ‘every year M.
Benson’s age precedes 65, _

(6) We determined the sresent value of this health coverage using a discount rate of 6.25% and a medical inflation rate
beginning at 9.5% for 2008-2009 and ultimately settling at 5% by 2015.

(7) Represents aggregat:'value of nonqualified deferred compensation balance at June 30, 2008 The deferred compensation

’

account is funded entirely by Mr. Benson’s bonus deferrals.

‘ ’ . “
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Potential Payments upon Termination or Change in Control for
George L. Stoeckert*

! Termination o Involuntary
: S Following Change . Termination
Payment Elements . . . In Control Death | Disability  Without Cause  Retirement
RO ® ® ® .®

Termination Payment(1)...................... $1,190288 8 .. 0% 0 8 0 % 0

Stock Options(2). ... ..... e $ 214,568 $ 214,568 § 214,568 $ 0 $ 0

Restricted Stock(3) . .. .. PN $1,018,799_ 31,018,799 .$1,018,799 § 0 s, 0

Supplemental Officers Retirement Plan(4) ... . ... $ 531,812  § 204,015 § 693279 $531,812 $508,728(5)

Health Coverage(6). .. ... ... e te. 8 77000 8 0$ .77,000 . $ 77,000 § 77,000

Total ... .. i $3,032467 . $1,437,382 $2,003,646 $608812 $585,728 .

(*) * Mr. Stoeckert ceased to be an executive officer on Juné'30, 2008 and retited from the company on July 31, 2008. See
“Payments upon Ret1rement for George L. Stoeckert” below for the actual payments to Mr Stoeckert in connection
with l’llS retrrement N

1)) Represents payment of one and one-half llmes of each. of (i) hlghest rate of annual salary during the calendar year
in which employment terminates or the year immediately prior to:ithe termination ($409,034) and (ii) average annual
bonus for the two most recent completed calendar years ($384,491).

(2} Assumes all outslandmg options were exercised on June 30, 2008 at $41.90 per share, the closmg prlce of a share of
common stock of the company on the New York Stock Exchange on June 30, 2008 7

3) - Amounts include $104 792 attributable to one—year performance-based restncted stock, and $914,007 attrrbutable to
the 2007/2008 and 2008/2009 two-year.performance-based restricted stock programs. Amounts assume performance
goals of the two-year performance-based restricted stock program spanning fiscal years 2008 and 2009 will be achieved
at lOO% target rate.

(4) . Represents present value of the benefit as of June 30, 2008 We calculated the present value as of June 30, 2008 using
the RP-2000 white collar mortality table (projected to 2008) and a 6.95% discount rate. The amount in the Disability
column reflects the present value of an unreduced early retirement benefit. _

(5) Present value of accrued benefi t as'of June 30, 2008 reduced for early retirement by 5% per year for every year Mr.
Stoeckert’s age precedes 65. i ‘ ‘ .

(6) We determined the present value of this health coverage using a discount rate of 6.25% and a medical inflation rate

beginning at 9.5% for 2008-2009 and ultimately settling.at 5% by 2015, Co

Payments upon Retlrement for

B George 1. Stoeckert -

Pursuant to Mr. Stoeckert s termination agreement, Mr. Stoeckert will receive severance pay of $409,034.13 in 12

installments beginning in February 2009 and ending in January 2010.. In addition, Mr. Stoeckert will receive a $368,100
payment under the fiscal year 2008 bonus plan, an addmonal bonus of $200 000 $3l 414.16 for accrued and unused vacatlon
and'a speclal separation payment of $35,000.
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AUDIT COMMITTEE REPORT

The audit committee dversees the financial management of the company, the company’s independent auditors and
financial reporting procedu-es of the company on behalf of the board of directors. In fulfilling its oversight responsibilities,
the committee reviewed an i discussed the company’s audited financial statements with management, which has primary
responsibility for the prepar ition of the financial statements. In performing its review, the committee discussed the propriety
of the application of accounting principles by the company, the reasonableness of significant judgments and estimates
used in the preparation of Lie financial statements, and the clarity of disclosures in the financial statements. Management
represented to the audit co nmittee that the company’s financial statements were prepared in accordance with generally
accepted accounting princisles. The committee also reviewed and discussed the company’s audited financial statements
with Deloitte & Touche LL P, an independent registered public accounting firm, the company’s independent auditors for
the fiscal year 2008, which is responsible for expressing an opinion on the conformity of the company’s audited financial
statements with generally a :cepted accounting principles. A

During the course of fiscal year 2008, management completed the documentation, testing and evaluation of the
company’s system of internal control over financial reporting in response to the requirements set forth in Section 404 of the
Sarbanes-Oxley Act of 200! and related regulations. The audit committee was kept apprised of the progress of the evaluation
and provided oversight and advice to management during the process. In connection with this oversight, the audit committee
received periodic updates provided by management and Deloitte & Touche LLP at each audit committee meeting. At the
conclusion of the process, 'nanagement provided the audit committee with, and the audit committee reviewed, a report on
the effectivencss of the coinpany’s internal control over financial reporting. The audit committee also reviewed the report
of management contained in the annual report on Form 10-K for the fiscal year ended June 30, 2008 filed with the SEC, as
well as Deloitte & Touche I.LP's Report of Independent Registered Public Accounting Firm included in the annual report on
Form 10-K for the fiscal year ended June 30, 2008 related to its audit of the consolidated financial statements and financial
statement schedule, and tie effectiveness of internal control over financial reporting. The audit committee continues to
oversce the company’s efftrts related to its internal control over financial reporting and management’s preparations for the
evaluation in fiscal year 2(09. : '

The audit committes has discussed with Deloitte & Touche LLP the matters that are required to be discussed by
Staternent on Auditing Sti ndards No. 61 ({Communication with Audit Committees), as amended. Deloitte & Touche LLP
has provided to the committee the written disclosures and the letter required by Independence Standards Board Standard
No. 1 (Independence Discussions with Audit Committees), and the committee discussed with Deloitte & Touche LLP the
firm’s independence, inchi.ding the matters in those written disclosures. The committee also considered whether Deloitte
& Touche LLP’s provision of non-audit services to the company and its affiliates and the fees and costs billed and expected
to be billed by Deloitte & Touche LLP for those services, is compatible with Deloitte & Touche LLP’s independence. The
audit committce has discussed with the company’s internal auditors and with Deloitte & Touche LLP, with and without
management present, thei’ respective evaluattons of the company’s internal accounting contiols and the overall quality of
the company’s financial re porting.

in addition, the comimittee discussed with management, and took into consideration when issuing this report, the
Auditor Independence Policy, which prohibits the company or any of its affiliates from entering into most non-audit related
consulting arrangements vrith its independent auditors. The Auditor Independence Policy is discussed in further detail below
under “Independent Registered Public Accounting Firm’s Fees.” . :

Based on the consicerations referred to above, the audit committee recommended to the board of directors that the
audited financial stateme s be included in our anaual report on Form 10-K for the fiscal year ended June 30, 2008, In
addition, the commitice appointed Deloitte & Touche LLP as the independent auditors for the company for the fiscal year
2009, subject to the ratification by the stockholders at the 2008 Annual Meeting of Stockholders.

Audit Committee
of the Board of Directors

Leon G. Cooperman, Chairman
Gregory D. Brenneman

Eric C. Fast

R. Glenn Hubbard
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INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM’S FEES

In addition to retaining Deloitte & Touche LLP to audit the consolidated financial statements for fiscal year 2008, the
audit committee retained Deloitte & Touche LLP to provide various services in fiscal year 2008 and fiscal year 2007. The
aggregate fees billed by Deloitte & Touche LLP in fiscal year 2008 and fiscal year 2007 for these various services were:

Type of Fees N ' FY 2008 FY 2007
. (3 in thousands) .

Audit Fees. . ....... e e e e $ 6679 $ 6208
Audit-Related Fees . .......... U O L 1,179 8384
Tax Fees ... .. e 2547 1,027
All Other Fees. .. .......... s e e 0 0
Total. oo i $10405 T $15,619

In the above table, in accordance with SEC definitions, “audit fees” are fees we-paid Deloitte & Touche LLP for
professional services for the audit of the company’s consolidated financial statements included in our annual report on
Form 10-K and-review of financial statements included in our quarterly reports on Form 10-Q, services that are normally
provided by Deloitte & Touche LLP in connection with statutory and regulatory filings or engagements or any other services
performed by Deloitte & Touche LLP to comply with generally accepted auditing standards; “audit-related fees” are fees
billed by Deloitte & Touche LLP for assurance and related services that are typically performed by the independent public
accountant (e.g., due diligence services, employee benefit plan audits and internal control reviews); “tax fees” are fees for
tax compliance, tax advice and tax planning; and “all other fees” are fees billed by Deloitte & Touche LLP to the company
for any services not included in the first three categories. '

The board of directors has adopted an auditor independence policy that prohibits our independent auditors from
providing: . . o . p .

s bookkeeping or other services related to the accounting records or financial statements of the company;
‘e financial information s‘ystems design and implementation services;
. & . appraisal or valuation services, fairness opinions or contribution-in-kind reports;
. actuarial éeryices;
e internal audit outsourcing services;
s *  management functions or human resources services;
. broker or dealer, investment adviser or investment banking services;
*  legal services and expert services unrelated to the audit; and

e any other service that the Public Company Accounting Overs:ght Board or the Securmcs and Exchange
COmmlSSlOl’l determines, by regulation, is 1mperm1551ble -

The audnt commmee has adopted a pOllcy requiring that all audit, audit-related and non- _audit services be pre-approved
by the audit committee. All services provided to us by the independent auditors in fiscal year 2008 and fiscal year 2007
were pre-approved by the audit committee. The independent auditors may only perform non- proh:blted non-audit services
that have been specifically approved in advance by the audit committee, regardless of the dollar value of the services to be
provided. In addition, before the audit committee will consider granting its approval, the company’s management must have
determined that such specific non-prohibited non-audit services can be best performed by the independent auditors based
on its in-depth knowledge of our business, processes and policies. The audit committee, as part of its approval process,
considers the potential impact of any proposed work on the independent auditors’ independence.
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"PROPOSAL 2

APPROVAL OF THE 2008 OMNIBUS AWARD PLAN

Our stockholders are eing asked to approve the Automatic Data Processing, Inc. 2008 Omnibus Award Plan. The'
Board of Directors adopted the 2008 Omnibus Award Plan on August 14, 2008, subject to stockholder approval at the annual
meeting.

. The Board of Director: has determined that it is advisable and in the best intérests of the Company and the stockholders
to adopt the 2008 Omnibus .\ward Plan. The purpose of the 2008 Omnibus Award Plan is to provide a means through which
the Company and its affiliates may attract and retain key personnel and to provide a means whereby directors, officers,
employees, consultants and advisors of the Company and its affiliates can acquire and maintain an equity interest in the
Company, or be paid incent ve compensation, including incentive compensation measured by reference to the value of the
Company’s common stock, thereby strengthening their commitment to the welfare of the Company and its affiliates and
aligning their interests with those of the Company’s stockholders. The 2008 Omnibus Award Plan is generally intended to
provide incentive compens: tion and performance compensation awards that qualify as performance-based compensation
within the meaning of Section 162(m) of Internal Revenue .Code of 1986, as amended (the “Code™). A copy of the 2008
Omnibus Award Plan is at ached hereto as Appendix A. The following summary of the material features of the 2008
Omnibus Award Plan is qualified in its entirety by reference to the complete text of the 2008 Omnibus Award Plan.

If the 2008 Omnibus £.ward Plan is approved, no more awards will be granted under our 2000 Stock Option Plan, 2003
Director Stock Plan, Key Eraployees’ Restricted Stock Plan or Executive Incentive Compensation Plan (the “Prior Plans™). *

Summary of the 2008 Omnibus Award Plan

Administration. Our 2008 Omnibus Award Plan will be administered by a committee approved by our board of
directors (or,.if no commitlee has been appointed, it shall be administered by the board of directors). Qur compensation
committee will initially ad ninister the 2008 Omnibus Award Plan. The committee will have the authority to determine
the terms and conditions of any agreements evidencing any awards granted under our 2008 Omnibus Award Plan and to
establish, amend, suspend cr waive any rules and regulations relating to our 2008 Omnibus Award Plan. The compensation
committee will have full d scretion to administer and interpret the 2008 Omnibus Award Plan and to determine, among
other things, the time or tines at which the awards may be exercised and whether and under what circumstances an award
may be exercised.

Eligibility. Any of o1 r employees, directors, officers or consultants and those of our affiliates will be eligible for
awards under the 2008 Omnibus Award Plan. The commlttee has the sole authority to determine who will be granted an
award under the 2008 Omn bus Award Plan.

Number of Shares Authorized. The 2008 Omnibus Award Plan’provides for an aggregate of 5,000,000 shares of
our common stock plus the number of shares of our common stock that remain available for awards under the Prior Plans
on the day the 2008 Omnilus Award Plan is approved by the stockholders. As of the date of this proxy statement, there
are approximately 26,000,000 shares of our common stock available under the Prior Plans, which will result in a total
of approxlmately 31,000,0C0 shares of our common stock available for awards under the 2008 Omnibus Award Plan. No
participant may be granted awards of options and stock appreciation rights with respect to more than 3,000,000 shares of
our common stock in any consecutive 36-month period. No more than 300,000 shares of our common stock may be granted
undér our 2008 Omnibus .\ward Plan with respect to performance compensation awards to any single participant for a
single fiscal year during a performance period or, if the award is paid in cash, other securities or other awards under the
2008 Omnibus Award Plan, no more than the fair market value of 300,000 shares of our common stock on the last day of
the performance period to vvhich the award relates. The maximum amount payable to a participant pursuant to a cash bonus
under our 2008 Omnibus Award Plan for any single fiscal year during a performance period is $5,000,000. No more than an
aggregate of 5,000,000 sha-es of our common stock, plus the number of shares of our common stock that remain available
for awards under the Prior ?lans on the day the 2008 Omnibus Award Plan is approved by the stockholders, may be issued
in the aggregate in respect of incentive stock options under our 2008 Omnibus Award Plan. All of the shares of our common
stock available for awards 'inder the 2008 Omnibus Award Plan will be available for incentive stock options. If any award
granted under the 2008 Om nibus Award Plan expires, terminates, is canceled or forfeited without being settled or exercised,
or if a stock appreciation r ght is settled in cash or otherwise without the issuance of shares, shares of our common stock
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subject to such award will again be made available for future grant. In addition, if any shares are surrendered or tendered
to pay the exercise price of an award or to satisfy withholding taxes owed, such shares will again be available for grant
under the 2008 Omnibus Award Plan. If there is any change in our corporate capitalization, the compensation committee
in its'sole discretion may make substitutions or adjustments to the number of shares reserved for issuance under our 2008
Omnibus Award Plan,.the number of:shares covered by awards.then outstanding under our 2008 Omnibus Award Plan,
the limitations on.awards under our,2008 Omnibus Award Plan, the exercise price of outstanding opuons and such, other
equrtable substitution or adjustments as it may determine to be equitable. ‘

The 2008 Ommbus Award Plan will have a term of ten years and no further awards may be granted after that date

Pl

Awards Available for Grant. The compensation committee may grant awards of nonqualified-stock options, incentive
(qualified) stock options, stock appreciation rights, restricted stock awards, restricted stock units, other stock-based awards,
performance compensatron awards (mcludmg cash bonus awards) or any combmauon of the foret,omg .

s

Options. The compensation committee will be authorized to grant opt:ons to purchase shares of common stock that
are either “qualified,” meaning they are intended to satisfy the requirements of Section 422 of Code for incentive stock
options, or “nonqualified,” meaning they are not intended to satisfy the requirements of Section 422 of the Code. Options
granted under our 2008 Omnibus Award Plan will be subject to the terms and condmons established by the compensation
commtttee “Under the terms of our 2008 Omnibus Award Plan, the exercise prtce of the options will not be less than the fair
market value of our common stock at the time of grant, Options granted under the 2008 Omnibus Award Plari will be subject
to such terms, including the exercise prlce and the conditions and timing of exercise, as may be determined by the committee
and spec:lf' ied in the appltcable award agreement. The’ maximum term of an option granted under the 2008 Omnibus Award
Plan will be ten years from the date of grant {or five years in the case of a qualified option granted to a 10% stockholder)
Payment in ‘Tespect of the exercise of an option may be, made in cash or by check, by surrender of unrestrtcted shares (at their
falr market value on the date of exercrse), through a “net exercise,” or the compensation committée may, in its discretion
and to the extent perm1tted by law aliow such payment to be made through a broker-a551sted cashless exercise mechanism
or by such other method as th‘e committee may determine to be appropriate. The compensatmn committee may, in its sole
discretion, accelérate the exercisability of a stock option upon a change in control, death dtsabrllty, retirement or any other
termination of a participant’s employment

“1n- the money options thal have not been exercised by the optron s exptratlon date wrll be automaucally exercrsed by
means ofa nel exercise. '

Stock Appreciation Rights. The committee will be authorized to award stock appreciation rights (referred to in this
proxy statement as SARs) under the 2008 Omnibus Award Plan. SARs will be subject to the terms and condmons established
by the compensation committee and reflected in the award agreement. A SAR is a contractual right that allows a participant
to receive, either in the form of cash, shares or any combination of cash and shares, the appreciation, if any, in the value
of a share over a certain period of time. An option granted under the 2008 Omnibus Award Plan may include SARs, and
SARs may also be awarded to a participant independent of the grant of an option. SARs granted in connection with an
option shall be subject 1o terms similar to the option corresponding to such-SARs. The compensation committee may, in
its sole discretion, accelerate the exercisability of a SAR upon a change in control, death, disability, retirement or any other
termination of a participant’s employment.

In-the-money SARs that have not been exercised by the SAR’s expiration date will be automatically settled at that
time. » ', - S S C ‘ o

Restricted Stock. The committee will be authorized to award restricted stock under the 2008 Omnibus Award Plan.
Awards of restricted stock will be subject to the terms and conditions established by the compensation committee. Restricted
stock is common stock that is subject to such restrictions as may be determined by the compensation committee for a
specified period. If any dividends in respect of restricted stock have been withheld by the company during the restricted
period, those dividends will be paid in cash or, at the discretion of the committee, in common stock when the restricted
period ends, unless the restricted stock has previously been forfeited. The committee will determine the treatment of any
unvested portion of a restricted stock award upon termination of a participant’s employment or service (and may, in its sole
discretion, accelerate the lapse of any or all restrictions upon a change in control, death, disability, retirement or any other
termination of a participant’s employment}.
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Restricted Stock Unii Awards. The committee will be authorized to award restricted stock unit awards. Restricted
stock unit awards will be subject to the terms and conditions established by the compensation committee. At the election
of the compensation comm ttee, the participant will receive a number of shares of common stock equal to the number of
units earned or an amount in cash equal to the fair market value of that number of shares at the expiration of the period over
which the units are to be earned or at a later date sclected by the compensation committee. If a restricted stock unit award
agreement so provides, the “estricted stock unit award will be credited with dividend equivalents in respect of the common
stock underlying the restricted stock units. Any such dividend equivalents witl be paid in cash or, at the discretion of the
committee, in common stock when the restricted period ends, unless the restricted stock has previously been forfeited.
The committee will determ ine the treatment of any unvested portion of restricted stock unit awards upon termination of
a participant’s employment or service (and may, in its sole discretion, accelerate the lapse of any or all restrictions upon a
change in control, death, dinability, retirement or any other termination of a participant’s employment),

Other Stock-Based Awards. The committee will be authorized to award unrestricted common stock, and restricted
stock under our Performanc ¢ Based Restricted Stock Program or other incentive programs that we may maintain from time
to time. These awards may be granted elther alone or in tandem with other awards with such terms and conditions as the
commitlee may determine.

Deferred Stock Units. Our non-employee directors will be granted deferred stock units. Deferred stock units entitle
the director to receive a nu:nber of shares of our common stock on a deferred basis that are equal in value to the portion of
the director’s annual retainer set by the board to be paid in deferred stock units. The Board may also permit directors to defer
payment of any portion of the remainder of their annual retainers. In addition, directors will be allowed to defer payment of
any portion of their meeting fees or fees they earn for serving as a board committee chairperson. Directors may choose to
have meeting fees so defer. ed credited as cash or deferred stock units. Each of our directors will be credited with deferred
stock units equal to the fied portion of the retainer to be deferred and any elective portion the director has elected to
defer. Directors’ deferred s.ock unit accounts will be credited with dividend equivalents whenever we pay dividends on our
common stock. Dividend equivalents will accrue interest, and meeting fees deferred by our directors will also be credited
with interest. Deferred stock units, meeting fees and dividend equivalents will all be paid to the directors 30 days after they
cease serving as a member of our board of directors.

Performance Compensation Awards. The compensation committee may grant any award other than a stock option or
a SAR under the 2008 Om 1ibus Award Plan in the form of a performance compensation award by conditioning the vestmg
of the award on the satisfa :tion of certain performance goals. The committee may establish these performance goals with
reference to one or more of the following;

*  net earnings or net income (before or after taxes);

s  basic or diluted earnings per share (before or after taxes);

®  netrevenue or it revenue growth; |

®  gross revenue, ;Jross revenue growth;

e gross profit or yiross profit growth;

¢ net operating pofit (before or after taxes), .

¢ return measures (including, but not limited to, return on investment, assets, capital, invested capital, equity or
sales);

¢  cash flow meaiures (including, but not limited to, operating cash ﬂow, free cash flow and cash flow return on
capital);

. earnings befor: or after taxes, interest, depreciation, and/or amortization;

. £ross or operating margins;

. pro,ducli\fity ralios; _

e share price (initeding, but not limited to, growth measures and total stockholder return);

*  expense larget:;
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. operating efficiency;
e objective measures of customer satisfaction; !
e working capital targets;
. measures of economic valtue added;
s ' inventory control;
¢  stockholder return;
] sales;
. enterprise value; - .
. client retention;
e competitive market metrics;
s employee retention; _
o timely completfon of new product lrollouls;
e timely launch of new facilities;

s objective measures of personal targets, goals or completion of projects (including, but not limited to, succession and
hiring projects, completion of specific acquisitions, reorganizations or other corporate transactions, expansmns
of spemflc business operatlons and meeting divistonal or project budgets); or

*  any combination of the foregoing.

Transferability. Each award may be exercised during the participant’s lifetime only by the participant or, if permissible
under applicable law, by the participant’s legal guardian or representative and may not be otherwise transferred or encumbered
bya pal’thlpam other than by will or by the laws of descent and distribution, except that awards (other than incentive stock
options) may in the sole discretion of the compensation committee be transferred without cons:deratnon and on such other
terms and conditions as set forth by the compensation committee.

Amendment. Our 2008 Omnibus Award Plan will have a term of 10 years. Our board of directors may amend, suspend
or terminate our 2008 Omnibus Award Plan at any time; however, stockholder approval to amend our 2008 Omnibus Award
Plan may be necessary if the law so requires. Also, we would need stockholder approval if the committee intended to amend
an award agreement in a way that would either reduce the exércise price or strike price of & stock option or SAR, or cancel and
replace an outstanding stock option or SAR with a new option or SAR or other award or cash in a way that would constitute
a “repricing” for financial statement reporting purposes-or otherwise fail to qualify for equity accounting treatment, or take
any other action that is considered a “repricing” for purposes of any stockholder approval rules of any securities exchange or
inter-dealer quotation system on which our securities are listed or quoted, and in either case was riot otherwise permitted by
the provisions of the plan relating to adjustments of awards in the case of changes in our capital structure and similar events.
No amendment, suspension or termination will materially and adversely affect the rights.of any participant or recipient of
any award without the consent of the participant or recipient. o

U.S. Federal Income Tax Consequences

The following is a general summary of the material U.S. federal income tax consequences of the grant and exercise and
vesting of awards under-our 2008 Omnibus Award Plan and the disposition of shares acquired pursuant to the exercise of
such awards and is intended to reflect the current provisions of the Code and the regulations thereunder. This summary is not
intended to be a complete statement of applicable law, nor does it address foreign, state, local and payroll tax considerations.
Moreover, the U.S. federal income tax consequences to any particular participant may differ from those described herein by
reason of, among other lhmgs the particular circumstances of such participant.

Options. The Code requires that, for treatment of an option as a qualified option, shares of our common stock acquired
through the exercise of a qualified option cannot be disposed of before the later of (i} two years from the date of grant of
the option, or (ii) one year from the date of exercise. Holders of qualified options will generally incur no federal income
tax liability at the time of grant or upon exercise of those options. However, the spread at exercise will be an “item of tax
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preference,” which may give -ise to “alternalive minimum tax” liability for the taxable year in which the exercise occurs.
If the holder does not dispose of the shares before two years fotlowing the date of grant and one year following the date of
exercise, the difference between the exercise price and the amount realized upon disposition of the shares will contitute
long-term capital gain or loss, as the case may be. Assuming both holding periods are satisfied, no deduction will be allowed
to us for federal income tax purposes in connection with the grant or exercise of the qualified option, If, within two years
following the date of grant or within one year following the date of exercise, the holder of shares acquired through the
exercise of a qualified option (lisposes of those shares, the participant will generally realize taxable compensation at the time
of such disposition equal to tl e difference between the exercise price and the lesser of the fair market value of the share on
the date of exercise or the am ount realized on the subsequent disposition of the shares, and that amount-will generally be
deductible by us for federal iticome tax purposes, subject to the possible limitations on deductibility under Sections 280G
and 162(m) of the Code for cc mpensation paid to executives designated in those Sections. Finally, if an otherwise qualified
option becomes first exercisable in any one year for shares having an aggregate value in excess of $100,000 (based on the
grant date value), the portion ->f the qualified option in respect of those excess shares will be treated as a non-qualified stock
option for federal income ta> purposes. No income will be realized by a participant upon grant of a non-qualified stock
option, Upon the exercise of n non-qualified stock option, the participant will recognize ordinary compensation income in
an amount equal to the excess, if any, of the fair market value of the underlying exercised shares over the option exercise
price paid at the time of exercise. We will be able to deduct this same amount for U.S. federal income tax purposes, but
such deduction tay be limit¢d under Sections 280G and 162(m) of the Code for compensation paid to certain executives
designated in those Sections.

~ Restricted Stock. A pa-ticipant will not be subject to tax upon the grant of an award of restricted stock unless the
participant otherwise elects to be taxed at the time of grant pursuant to Section 83(b) of the Code. On the date an award
of restricted stock becomes transferable or is no longer subject to a substantial risk of forfeiture, the participant will have
taxable compensation equal fo the difference between the fair market value of the shares on that date over the amount the
participant paid for such shares, if any, unless the participant made an election under Section 83(b) of the Code to be taxed
at the time of grant. If the paticipant made an election under Section 83(b), the participant will have taxable compensation
at the time of grant equal to the difference between the fair market value of the shares on the date of grant over the amount
the participant paid for such « hares, if any. (Special rules apply to the receipt and disposition of restricted shares received by
officers and directors who ar: subject ta Section 16(b) of the Securities Excham,e Act of 1934). We will be able to deduct, at
the same time as it is recogn zed by the participant, the amount of taxable compensation to the participant for U.S. federal
income tax purposes, but suc 1 deduction may be limited under Sections 2800 and 162(m) of the Code for compensation paid
to certain executives designaed in those Sections.

Deferred Stock Units and Restricted Stock Umls A paruc:pant will not be subject to tax upon the grant of a deferred
stock unit award or a restricte d stock unit award. Rather upon the delivery of shares or cash pursuant to a deferred stock unit
award or a restricted stock u it award, the participant will have taxable compensation equal to the fair market value of the
number of shares (or the amo int of cash) he actually receives with respect to the award. We will be able to deduct the amount
of taxable compensation. te the participant for U.S. federal income tax purposes, but the deduction may be limited under
Sections 280G and 162(m) o the Code for compensallon pald to certam executives designated in those Sections.

SARs. No incomé will be realized by a participant upon grant'of a SAR. Upon the exercise of a SAR, the partncnpam
will ecognize ordinary compensation income in an amount equal to the fair market value of the payment received in respect
of the SAR. We will be abl:: to deduct this same amount for U.S. federal income tax purposes, but such deduction may
be limited under Sections 240G and 162(m) of the Code for compensation paid to certain cxecuuves de51bnated in those
Sections. :

Other Stock-Based Aveards. A participant will have taxdble compensation equal to the difference between the fair
market value of the shares or. the date the award is settled (whether in shares or cash, or both) over the amount the participant
paid for such shares, if any. We will be able 1o deduct, at the same time as it is recognized by the participant, the amount
of taxable compensation to ihe participant for U.S. federal incothe tax purposes, but such deduction may be limited under
Sections 280G and 162{m) o 'the Code for compensation paid 1o certain executives designated in those Sections.

Section 162(m). In general, Section 162(m} of the Code denies a publicly held corporation a deduction for U.S. federal
income tax purposes for con pensation in excess of $1,000,000 per year per pérson to its chief executive officer and the three
othér officers besides thé chief financial officer whose compensation is disclosed in its proxy statement, subject to certain
exceptions. The 2008 Omnius Award Plan is intended to satisfy an exception with respect to grants of options and SARs

1 o . 1
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to covered employees. In addition, the 2008 Omnibus Award Plan-is designed to permit certain awards of restricted stock,
restricted stock units, cash bonus awards and other awards to be awarded as performance compensation awards intended to
qualify under either the “performance-based compensation” exception to Section 162(m) of the Code.

New Plan Benefits

If the 2008 Omnibus Award Plan is approved by our stockholders, awards under the 2008 Omnibus Award Plan will
be determined by the committee in its discretion, and it is, therefore, not possible to predict the awards that will be made
to particular officers in the future; however, if our stockholders approve the 2008 Ommbus Award Plan, we intend to make
the following grants of deferred stock units and options to our non- -employee directors on the day the 2008 Omnibus Award
Plan is approved by the stockholders:

Automatic Data Processing, Inc. o :
2008 Omnibus Award Plan
' i . Number
Dollar of Shares of
Name and Position Vatue of Deferred Common Stock
, Non-Executive Director Group, Stock Units Subject to Options
Gregory D. Brenneman e e P .. 8105000 . 5,000
Leslie A.Brun. ................. I $200,000 5,000
Leon G. COOPerman . . ... .. ... ittt $105,000 5,000
Eric G Fast . .. i i e e e e $105,000 5,000
R.GlennHubbard. . ....... ... ... ... . . .. . . ... e $105,000 5,000
JohnP lJones...................... e e ) $105,000 5,000
Frederic V. Malek .. ..... P, P, e $105,000 5,000
CharlesH. Noski. .. ... . ... .. .. . . . . . .. .. B $105,000 5,000
Sharon T. Rowlands . .. .. .. .. . e $105,000 5,000
Gregory L. Summe........ R P R R FEAT TR . $10§,000 5,000

Stockholder Approval Required _ .

The affirmative vote of the holders of a majority of the shares present in person or by proxy and enutled to vote thereon
at the meetmg of stockholders is requ:red to approve the 2008 Omnibus Award Plan

THE BOARD OF DIRECTORS RECOMMENDS THAT THE STOCKHOLDERS VOTE FOR THE
APPROVAL OF THE 2008 OMNIBUS AWARD PLAN.
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PROPOSAL 3

APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

At the Annual Meeting of Stockholders, the stockholders will vote on the ratification of the appointment by the audit
committee of Deloitte & Touche LLP, an independent registered public accounting firm, as the independent certified public
accountants to audit the accounts of the company and its subsidiaries for the fiséal year that began on July 1, 2008. Deloitte
& Touche LLP is a membe " of the SEC Practice Section of the American Institute of Certified Public Accountants. A
representative of Deloitte & 'fouche LLP will be present at the Annual Meeting of Stock holders and will have an opportunity
to make a statement if he or she desires. He or she will be available to answer appropriate questions. ‘ '

Stockholder Approval Required

The alfirmative vote 0. the holders of a majority of the shares present in person or by proxy and entitled to vote thereon
at the meeting of stockhold :rs is required to ratify Deloitte & Touche LLP’s appointment as the company’s independent
auditors.

THE BOARD OF DIRECTORS RECOMMENDS THAT THE STOCKHOLDERS VOTE FOR THE
RATIFICATION OF THE APPOINTMENT OF DELOITTE & TOUCHE LLP AS THE COMPANY'S
INDEPENDENT AUDITCRS. '

OTHER MATTERS

So far as the board of directors is aware, only the aforementioned matters will be acted upon at the meeting. If any other
matters properly come befor e the meeting, the accompanying proxy may be voted on such other matters in accordance with
the best judgment of the person or persons voting said proxy. : '

SECTI)N 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

We believe that during the fiscal year ended June 30, 2008, all filing requirements under Section 16(a) of the Exchange
Act applicable to our non-e nployee directors and beneficial owners have been complied with. We also believe that during
the fiscal year ended June 30, 2008, all such filing reqdirements applicable to our officers have been complied with, except
that there was an inadvertent omission to timely file a Form 4 on behalf of Mr. Martone Wthh was subsequently remedied
by filing a Form 4 on behal “of Mr. Martone in April 2008. .

STOCKHOLDER PROPOSALS

Stockholder proposal: intended to be presented at the 2009 Annual Meeting of Stockholders must be received by
the company for inclusion n the 2009 Proxy Statement no later than May 29, 2009. Any stockholder proposal that is not
submitted for inclusion in the 2008 Proxy Statement but is instead sought to be presented directly at the 2008 Annual
Meeting of Stockholders m st be received by the company by August 11, 2009.

ANNUAL REPORT

Qur annual report on Form 10-K for the fiscal year ended June 30, 2008 (without exhibits or documents incorporated
by reference), which is not a part of the proxy soliciting material, is being made available via Internet or delivered to our
stockholders together with this proxy statement.

ELECTRONIC DELIVERY OF FUTURE STOCKHOLDER COMMUNICATIONS

If you receive this proxy statement and our annual report on Form 10-K for the fiscal year ended June 30, 2008 by
mail, we strongly encourag e you to elect to view future proxy statements and annual reports over the Internet and save the
compuny the cost of produsing and mailing these documents. If you vote your shares over the Internet this year, you will be
given the opportunity to ct oose electronic access at the time you vote. You can also choose electronic access by visiting the
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Investor Relations section of our website at www.adp.com, or following the instructions that you will receive in connection
with next year’s annual meeting of stockholders. Stockholders who choose electronic access will receive an e-mail next
year containing the Internet address to use to access the proxy statement and annual report on Form 10-K. Your choice will
remain in effect until you cancel it. You do not have to elect Internet access each year.

IMPORTANT NOTICE REGARDING HOl‘J‘SEHOLDING

To reduce the expense of delivering duplicate proxy materials to stockholders who may have more than one account
holding our stock but share the same address, we have adopted a procedure known as “householding.™ Under this procedure,
certain stockholders of record who have the same address and last name, and who do not participate in electronic delivery of
proxy materials, will receive only one copy of our Notice of Internet Availability of Proxy Materials and, as applicable, any
additional proxy materials that are delivered until such time as one or more of these stockholders notifies us that they-want
to receive separate copies. Stockholders who participate in householding will continue to have access to and utilize separate
proxy voting instructions.

If you are a registered stockholder and choose to have separate copies of our Notice of Internet Availability of Proxy
Materials, proxy statement and annual report on Form 10-K mailed to you, you must “opt-out” by writing to Broadridge Financial
Solutions, Inc., Householding Department, 51 Mercedes Way, Edgewood, New York 11717 or by calling 1-800-542-1061 and
we will cease householding all such disclosure documents within 30 days. If we do not receive instructions to remove your
accounts from this service, your accounts will continue to be “householded” until we notify you otherwise, If you own our
common stock in nominee name (such as through a broker), information regarding householding of disclosure documents
should have been forwarded to you by your broker. However, please note that if you want to receive a paper proxy or voling
instruction form or other proxy materials for purposes of this year’s annual meeting, you should follow the instructions
included in the Notice of Internet Availability of Proxy Materials that was sent to you.

You can also contact Broadridge Financial Solutions at 1-800-542-1061 if you received multiple copies of the annual
meeting materials and would prefer to receive a single copy in the future. .

For the Board of Directors

James B. Benson
Secretary

Roseland, New Jersey
September 26, 2008
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APPENDIX A

Automatic Data Processing, Inc.
2008 Omnibus Award Plan

L. Purpose. The purpose of the Automatic Data Processing, [nc. 2008 Omnibus Award Plan is to provide a means through
which the Company and its 2 ffiliates may.attract and retain key personnel and to provide a means whereby directors, officers,
employees, consultants and advisors (and prospective directors, officers, employees, consultants and advisors) of the Company
and its Affiliates can acquir: and maintaiti-an equity interest in the Company, or be paid incentive compensation, including
incentive compensation me: sured by reference to the value of Common Stock, thereby strengthening their commitment to
the welfare of the Company and its Affiliates and aligning their interests with those of the Company’s stockholders. This
Plan document is an omnibus document which includes, in addition to the Plan, separate sub-plans (“Sub Plans”) that permit
offerings of grants to emplo rees of certain Designated Foreign Subsidiaries and other special purpose grants in connection
with certain transactions. Offerings under the Sub Plans may be made in particular locations outside the United States of
America and shall comply v'ith local laws applicable to offerings in such foreign jurisdictions. The Plan shall be a separate
and independent plan from t1e Sub Plans, but the total number of shares of Common Stock authorized to be issued under the
Plan applies in the aggregat: to both the Plan and the Sub Plans.

2. Definitions. The follo ¥ing definitions shall be applicable throughout the Plan,

(a) “Absolute Share Limit” has the meanihg given such term in Section S(b).

{b) “Account” means the bookkeepmg account establlshed and maintained by the Company for each Participant
under Section 10(b) of the P an.

{©) “AfTi hate” nuans (1) any person or entity that directly or indirectly controls, is controlled by or is under
common control with the Company and/or (ii) to the extent provided by the Committee, any person or entity in which the
Company has a significant interest. The term “control” (including, with correlative meaning, the terms “controlled by” and
*under common control wit1”), as applied to any person or entity, means the possession, directly or indirectly, of the power
to direct or cause the direct on of the management and policies of such person or entity, whether through the ownership of
voting or other securities, b+ contract or otherwise.

(d) “Annual Retaner” means the annual retainer for Non-Employee Directors, as set from time to time by the
Board.
(¢) “Annual Reta ner Dollar Amount” means a doliar amount established by the Board from time to time as the

amount of the Annual Retainer that shall be paid in the form of Deferred Stock Units,

) “Award” mea s, individually or collectively, any Incentive Stock Option, Nonqualified Stock Option, Stock
Appreciation Right, Restri¢ ted Stock, Restricted Stock Unit, Other Stock-Based Award and Performance Compensation
Award granted under the Pti.n. For purposes of Section 5(c) of the Plan, “Award” and “Award under the Plan” shall also mean
any stock-based award gran'ed under a Prior Plan and outstanding on the Effective Date,

(&) “Board” means the Board of Directors of the Company.

(h) “Cause” meais, in the case of a particular Award, unless the applicable Award agreement states otherwise,
(i) the Company or an Afiiliate having “cause” to terminate a Participant’s employment or service, as defined in any
employment or consulting : greement between the Participant and the Company or an Affiliate in effect at the time of such
termination or (ii) in the a’sence of any such employment or consulting agreement (or the absence of any definition of
“Cause” contained therein), (A) the good faith determination by the Committee that the Participant has ceased to perform his
or her duties to the Compar y or an Affiliate (other than as a result of his or her incapacity due to physical or mental illness
or injury), which failure arr ounts to an intentional and extended neglect of his or her duties to such party, provided that no
such failure shall constitut' Cause unless the Participant has been given notice of such failure and (if cure is reasonably
possible) has not cured suct act or omission within 15 days following receipt of such notice, (B) the Committee’s good faith
determination that the Part cipant has engaged or is about to engage in conduct injurious to the Company or an Affiliate,
(C) the Participant having t een convicted of, or plead guilty or no contest to, a felony or any crime involving as a material
element fraud or dishonesty, (D) the consistent failure of the Participant to follow the tawful instructions of the Board or his
or her direct superiors, whi :h failure amounts to an intentional and extended neglect of his or her duties to the Company or



an Affiliate thereof, or (E) in the case of a Participant who is a Non-Employee Director, the Participant engaging in any of
the activities described in clauses (A) through (D) above. Any determination of whether Cause exists shall be made by the
Commitfee i in its sole dlSCl’ellOn

(i) “Change in_Control” shall, in the case of a particular Award, unless the applicable Award agreement states
otherwise or contains a different definition of “Change in Control,” be deemed to occur upon: (A) any “Person” (as defined in
Sectlon 3(@)9) of the Exchange Act), excluding the Company, any Subsidiary of the Company, or any employee benefit plan
sponsored or mamtamed by the Company (including any trustee of any such plan acting in his or her capacrty as trustee),
becoming the* benef’mal owner” (as defined in Rule 13d-3 under the Exchange Act) of securities of the Company representing
35% or more of the total combined voting power of the Company’s then outstanding securities; (B) the merger, consolidation
or other business combination of the Company (a “Transaction™), other than a Transaction immediately following which the
stockholders of the Company imrhediately prior to the Transaction continue to be the beneficial owners of securities of the
resulting entity representing more than 65% of the voting power in the resulting entity, in substantiatly the same proportions
as their ownership of Company voting securities immediately prior to the.Transaction; or (C) the sale of all or substantially
all of the Company’s assets, other than a sale immediately following which the stockholders of the Company immediately
prior to the sale are the beneficial owners of securities of the purchasing entity representing more than 65% of the voting
power in the purchasing entity, in substantially the same proportions as their ownership of Company voting securities
|mmedlately prior to the Transaction. S

Gy - “Code means the Internal Revenue Code of 1986, as amended, and any successor thereto. Reference in the
Plan to any secuon of the Code shall be deemed to include any regulatlons or other mterpretatlve gmdance under such
section, and any amendments or successor provisions to such section, regulations or gutddnce

(k) . “Committee” means a committee of at least two people as the Board may appoint to administer the Plan or, if
no such commlttee has been appomted by the Board, the Board.

4] “Committee Retainer” means the retainer paid to Non-Employee Directors in respect of service on a committee
of the Board. ' :

(m) “Common Stock™ means the common stock, par value $0.10 per share, of the Company (and any stock or other
securities into which such common stock may be converted or into which it may be exchanged).

(n) " - “Company” means Automatic Data Processing, Inc., a Delaware corporation and any successor thereto.

(o) “Date of Grant” means thé date on which the granting of an Award is authorlzed or such othér date as may be

specified in such authonzal:on

(p) - “Deferred Stock Unlts“ has the meaning given such term in Section 10(b)(i) of the Plan.

Q)  “Designated Foreign Subsidiaries” means all Affiliates organized under the laws of any jurisdiction or country
other than the United States of America that may be desrgnated by the Board or the Commlttee from time to time.

n “Disabilijty’” means, unless in the case of a partlcular Award the applicable Award agreement states otherwrse
the Company or an Affiliate having cause to terminate a Participant’s employment or service on account of “disability,” a
defined in any then-existing employment, consulting or other similar agreement between the Participant and the Company
or an Affiliate or, in the absence of such an employment, consulting or other similar agreement, a condition entitling the
Participant to receive benefits under a long-term disabtlity plan of the Company or an Affiliate, or, in the absence of such a
plan, the complete and permanent inability by reason of illness or accident to perform the duties of the occupation at which a
Participant was employed or served when such disability commenced, as determined by the Committee based upon medlcal
evidence acceptable to it.

(s) “Distribution Date™ means, with respect to each Participant (or his beneficiary, if the Participant dies before
distribution of his Account), the date on which distribution in respect of his' Account interests in accordance- with Section
10(b)(viii) commences. A Participant’s Distribution Date shall be on the thirtieth day following the date of such Participant’s
Separation From Service, '

(® . “Dividend Equivalents” means, with respect to each Deferred Stock Unit, an amount equal to the cash
dividends, if any, which would have been paid with respect to such Deferred Stock Unit, if such Deferred Stock Unit were a
share of Common Stock.
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(u) “Effective Datt” means the date on which the Plan is approved by the stockholders of the Company.

v) “Elective Amcunt™ means the portion or portions of the Annual Retainer and/or the Committee Retainer
determined under Section 10(b)ii) of the Plan in respect of services for any particular year which may be paid to the Non-
Employee Director either in r:ash or in Deferred Stock Units at the election of the Non-Employee Director.

(W) “Eligible Director” means a person wheo is (i) a “non-employee director” within the meaning of Rule 16b-3
under the Exchange Act, (i) un “outside director” within the meaning of Section 162(m) of the Code and (iii) an “independent
director” under the rules of the NYSE or any other securities exchange or inter-dealer quotation system on which the
Common Stock is listed or quoted, or a person meeting any similar requirement under any successor rule or regulation.

(x) “Eligible Persim” means any (i) individual employed by the Company or an Affiliate, or any former employee
of the Company or an Affiliate who was an employee of the Company or an Affiliate at the time a Performance Compensation
Award was granted and at the: conclusion of the corresponding Performance Period; provided, however, that no such employee
covered by a collective bargaining agreement shall be an Eligible Person unless and to the extent that such eligibility is set
forth in such collective bargaining agreement or in an agreement or instrument relating thereto; (ii) director or officer
of the Company or an Affiliate; (iii) consultant or advisor to the Company or an Affiliate who may be offered securities
registrable pursuant to a registration statement on Form S-8 under the Securities Act; or (iv) any prospective employees,
directors, officers, consultaits or advisors who have accepted offers of employment or consultancy from the Company or
its Affiliates (and would salisfy the provisions of clauses (i) through (ii1) above once he or she begins employment with or
providing services to the Cympany or its Affi itiates), who, in the case of each of clauses (i) through'(iv) above has entered
into an Award agreement o’ who has received written notification from the Committee or its designee that they have been
selected to participate in thi: Plan.

(y) “Exchange A ;" means the Securities Exchange Act of 1934, as amended, and any successor thereto. Reference
in the Plan to any section o (or rule promulgated under) the Exchange Act shall be deemed to include any rules, regulations
or other interpretative guicance under such section or rule, and any amendments or successor provisions to such section,
rules, regulations or guidar ce.

(z) “Exercise Price” has the meaning given such term in Section 7(b) of the Plan.

(aa) “Fair Market Value™ means, on a given date, (i} if the Common Stock is listed on a national securities exchange,
the closing sales price of the Common Stock reported on the primary exchange on which the Common Stock is listed and
traded on such date, or, if tliere is no such sale on that date, then on the last preceding date on which such a sale was reported,;
(ii) if the Common Stock i3 not listed on any national securities exchange but is quoted in an inter-dealer quotation system
on a last sale basis, the average between the closing bid price and ask price reported on such date, or, if there is no such sale
on that date, then on the lnst preceding date on which a sale was reported; or (i) if the Common Stock is not listed on a
national securities exchang.e or quoted in an inter-dealer quotation system on a last sale basis, the amount determined by the
Committee in good faith t be the fair market value of the Common Stock.

(bby  “Immediate Family Members™ shall have the meaning set forth in Section 14(b).

{cc) “Incentive Stock Option” means an Option which is designated by the Committee as an incentive stock option
as described in Section 422 of the Code and otherwise meets the requirements set forth in the Plan.

(ddy  “Indemnifiz ble Person™ shall have the meaning set forth in Section 4(¢) of.the Plan.

(ce) “Meeting Fzes” shall mean fees a Non-Employee Director carns for attendance at Board meetings and
committee meetings, as v-ell as fees a Non-Employee Director earns for serving as the chairperson of a committee of the
Board.

{f) “Negative Discretion” shall mean the discretion authorized by the Plan to be applied by the Committee to
eliminate or reduce the size of a Performance Compensation Award consistent with Section 162{m) of the Code.

{gg) “Nongualified Stock Option™ means an Option which is not designated by the Committee as an Incentive.
Stock Option.

(hh)  “Non-Emp oyee Director” means a member of the Board who is not an employee of the Company or any
Affiliate. ' ‘ )

(i) “NYSE"” reans the New York Stock Exchange.




> (j) “Option” means an Award granted under Section 7-of the Plan.
(kk)  “Option Period” has the meaning given such term in Section 7(c) of the Plan.
(1) “Qther Stock-Based Award” means an Award granted under Section 10 of the Plan.

{(mm) “Participant” means an Eligible Person who has been selected by the Committee to participate in the Plan and
to receive an Award. -

(nn)  “Payment Date” means an annual date established by the Board from time to time for the crediting of the
annual retainer to Non-Employee Directors in the form of Deferred Stock Units.

"(00) “Performance Compensation Award” shall mean any Award desrgnated by the Committee as a Permrmance
Compensatlon Award pursuant to Section 11 of the Plan.

" (pp) “Performance Criteria” shall mean the criterion or criteria that the Committee shall select for purposes of
establishing the Performance Goal(s) for a Performance Period with respect to any Performance Compensation Award under
the Plan.

(qq)  “Performance Formula” shall mean, for a Performance Period, the one or more objective formulae applied
against the relevant Performance Goal to determine, with regard to the Performance Compensation Award of a particular
Participant, whether all, some portion but less than all, or none of the Performance Compensation Award has been earned for
the Performance Period.

(rn) “Performance Gioals™ shall mean, for a Performance Period, the one or more goals established by the Committee
for the Performance Period based upon the Performance Criteria.

(ss) “Performance Period” shall mean the one or more periods of time of not less than 12 months, as the Committee
may select, over which the attainment of one or more Performance Goals will be measured for the purpose of determining a
Participant’s right to, and the payment of, a Performance Compensation Award.

{t) “Permitted Transferee” shall have the meaning set forth in Section 14(b) of the Plan,

{uu)  “Person” has the meaning given such term in the definition of “Change in Controi™.
- {vv) . “Plan” means this Automatic Data Processing, Inc. 2008 Omnibus Award Plan.

(ww) “Prior Plan" shall mean each of the Automatic Data Processing, Inc. 2000 Stock Option Plan, the Automatic
Data Processing, Inc. 2003 Director Stock Plan, the Automatic Data Processing, Inc. Key Employees’ Restricted Stock Plan,
and the Automatic Data Processing, Inc, Amended and Restated Executive Incentive Compensation Plan.

(xx)  “Restricted Perjod” means the period of time determined by the Committee durmg which an Award is subject
to restrictions or, as applicable, the perlod of tlme within which performance is measured for purposes of determining
whether an Award has been earned

(yy)  “Restricted Stock™ means Common Stock, subject to certain specified restrictions (1nclud|ng, without
limitation, a requirement that the Participant remain continuously employed or provide continuous services for a specified
period of time}), granted under Section 9 of the Plan.

(z2) “Restricted Stock Unit” means an unfunded and unsecured promise to deliver shares of Common Stock,
cash, other securities or other property, subject to certain restrictions (including, without limitation, a requirement that the
Participant remain continuously emp]oyed or provide continuous services for a specified period of time}, granted under
Section 9 of the Plan.

(aaa) - “SAR Period” has the meaning given such term in Section &(c) of the Plan..-

(bbb)  “Securities Act” means the Securities Act of 1933, as amended, and any successor thereto. Reference in the
Plan to any section of (or rule promulgated under) the Securities Act shall be deemed to include any rules, regulations or
other interpretative guidance under such section or rule, and any amendments or successer provisions to such section, rules,
regulations or guidance. o

(ccc)  “Separation From Service™ shall have the meaning set forth in Section 409A(a)(2)(A)(1) ‘of the Code.
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{ddd) “Specified En ployee” means a Participant who meets the definition of “specified employee,” as defined in
Section 409A(a)(2)(B)(1) of the Code.

(eee)  “Stock Appreciation Right™ or “SAR” means an Award granted under Section 8 of the Plan.
(fff)  “Strike Price” has the meaning given such term in Sectlon 8(b) of the Plan.
(ggg) “Subsidiary” rieans, with respect to any specified Person:

(1) any corpration, association or other business entity of which more than 50% of the total voting power of
shares of Company vot ng securities (without regard 1o the occurrence of any contingency and after giving effect to any
voting agreement or st¢ ckholders’ agreement that effectively transfers voting power) is at the time owned or controtled,
directly or indirectly, by that Person or one or more of the other Subsidiaries of that Person (or a combination thereof); and

(2) any partuership (or any comparable foreign entity) (a) the sole general partner (or functional equivalent
thereof) or the managi g general partner of which is such Person or Subsidiary of such Person or (b) the only general
partners (or functional equivalents thereof) of which are that Person or one or more Subsidiaries of that Person (or any
combination thereof).

(hhh)  “Substitute Avsard” has the meaning given such term in Section 5(e).
(i1i) “Sub Plans™ hiis the meaning given such term in Section 1.
(jjiy  “Transaction” has the meaning given such term in the definition of “Change in Control™.

3.  Effective Date; Dura ion. The Plan shall be effective as of the Effective Date. The expiration date of the Plan, on
and after which date no Awiirds may be granted hereunder, shall be the tenth anniversary of the Effective Date; provided,
however, that such expiration shall not affect Awards then outstandmg, and the terms and conditions of the Plan shall
continue to apply to such Av-ards.

4.  Administration. (a) Thie Committee shall administer the Plan. To the extent required to comply with the provisions of
Rule 16b-3 promulgated und:r the Exchange Act (if the Board is not acting as the Committee under the Plan) or necessary to
obtain the exception for perfisrmance-based compensation under Section 162(m) of the Code, as applicable, it is intended that
each member of the Commi' tee shall, at the time he or she takes any action with respect to an Award under the Plan, be an
Eligible Director. However, the fact that a Committee member shall fail to qualify as an Eligible Director shall not invalidate
any Award granted by the C mmittee that is otherw:se validly granted under the Plan.

(b) Subject to the provisions of the Plan and applicable law, the Committee shall have the sole and plenary
authority, in addition to other express powers and authorizations conferred on the Committee by the Plan, to: (i) designate
Participants; (ii} determine 1he type or types of Awards to be granted to 8 Participant; (iii} determine the number of shares
of Common Stock to be co/ered by, or with respect to which payments rights, or other matters ‘are to be calculated in
connection with, Awards; (iv} determine the terms and conditions of any Award; (v) determine whether, to what extent,
and under what circumstanczs Awards may be settled or exercised in cash, shares of Common Stock, other securities, other
Awards or other property, o1 canceled, forfeited, or suspended and the method or methods by which Awards may be settled,
exercised, canceled, forfeited, or suspended; (vi) determine whether, to what extent, and under what circumstances the
delivery of cash, Common ¢ tock, other securities, other Awards or other property and other amounts payable with respect
to an Award shall be deferr:d either automatically or at the election of the Participant or of the Committee; {vii} compute
the number of Deferred Stock Units to be credited to the Accounts of Participants; (viil) interpret, administer, reconcile any
inconsistency in, correct an'' defect in and/or supply any omission in the Plan and any instrument or agreement relating to,
or Award granted under, the Plan; (ix) establish, amend, suspend, or waive any rules and regulations and appoint such agents
as the Commiittee shali deen appropriate for the proper administration of the Plan; (x} accelerate the vesting or exercisability
of, payment for or lapse of -estrictions on, Awards (including previously deferred Awards), and accelerate and determine
payouts, if any, in respect o;' Awards with incomplete Performance Periods, in each case upon a Change in Control, death,
Disability or retirement (or ¢ n any other termination of employment) of a Participant; and (xi) make any other determination
and take any other action thiit the Committee deems necessary or desirable for the administration of the Plan.

©) Except to the extent prohibited by applicable law or the applicable rules and regulations of any securities
exchange or inter-dealer que tation system on which the securities of the Company are listed or traded, the Committee may
allocate all or any portion o7 its responsibilities and powers to any one or more of its members and may delegate all or any
part of its responsibilities aad powers to any person or persons selected by it. Any such allocation or delegation may be




revoked by the Committee at any time. Without limiting the generality of the foregoing, the Committee may delegate to one
or more officers of the Company or any Affiliate the authority to act on behalf of the Committee with respect to any matter,
right, obligation, or election which is the responsibility of or which is allocated to the Commiitee herein, and which may be
so delegated as-a matter of law, except for grants of Awards to persons (i) subject to Section 16 of the Exchange Act or (ii)
who are, or who are reasonably expected to be, “covered employees” for purposes of Section 162(m) of the Code.

(d) " Unless otherwise expressly provided in the Plan, all designations, determinations, 1nterpretat10ns and other
decisions under or with respect to the Plan or any Award or any documents evidencing Awards granted pursuant to the Plan
shall be wnhm the sole discretion of the Committee, may be made at any time and shall be final, conclusive and binding upon
ali persons or entities, including, without limitation, the Company, any Affiliate, any Parttcnpant any holder or benefi c1ary
of any Award, and any slockholder of the Company.

(e) No member of the Board, the Committee or any employee or agent of the Company (each such person,
an “Indemnifiable Person™) shall be liable for any action taken or omitted to be taken or any determination made with
respect to the Plan or any Award hereunder (unless consmutmg bad faith, fraud or a willful criminal act or omission). Each
Indemnifiable Person shall be indemnified and held harmless by the Company against and from any loss, cost, liability,
or expense (including attorneys’ fees) that may be imposed upon or incurred by such Indemnifiable Person in connection
with or resulting from any action, suit or proceeding to which such Indemnifiable Person may be a party or in which such
Indemnifiable Person may be involved by reason of any action taken or omitted to be taken or determination made under
the Plan or any Award agreement and against and from any and all amounts paid by such Indemnifiable Person with the
Company’s approval, in settlement thereof, or paid by such Indemnifiable Person in satisfaction of any judgment in any such
action, suit or proceeding against such Indemnifiable Person, provided that the Company shall have the right, at its own
expense, to assume and defend any such action, suit or proceeding and once the Company gives notice of its intent to assume
the defense, the Company shall have sole control over such defense with counsel of the Company’s choice. The foregoing
right of indemnification shall not be available to an Indemnifiable Person to the extent that a final judgment or other final
ad_]udlcatlon (in either case not subject to further appeal) binding upon such lndemmf“ able Person determines that the acts
or omissions or determinations of $uch Indemnifiable Person giving rise to the indemnification claim resulted from such
Indemnifiable Person’s bad faith, fraud or willful criminal act or omission or that such right of indemnification is otherwise
prohibited by law or by the Company’s Certificate of [ncorporation or Bylaws. The foregoing right of indemnification shall
not be exclusive 'of any other rights of indemnification to which such Indemmf"lable Persons may be entitled under the
Company s Certificate of Incorporation or Bylaws, as a matter of law, or 0therw1se or any other power that the Company
may have to mdemmfy 5uch Indemnifiable Persons or hold them harmless.

. () Notwithstanding anything to the contrary contained in the P]an the Board may, in its sole discretion, at any
time and from time to time, grant Awards and administer the Plan with respect to such Awards. In any such case, the Board
shall have al! the authority granted to the Committee under the Plan. o

5. Grant of Awards, Shares Subject te the Plan; leltatlons (a) The Committee may, from time to time, grant Options,
Stock Appreciation nghls Restricted Stock, Restricted Stock Umts Other Stock-Based Awards and/or Performance
Compensauon Awards 10 one or more Ellg:ble Persons.

(b) Awards granted under the Plan shall be subject to the following limitations: (i) subject to Section 12 of the
Plan, no more than the sum of (A} 5,000,000 shares of Common Stock plus (B) the number of shares of Commeon Stock
remaining available for issuance or delivery under the Prior Plans and not subject to outstanding awards under the Prior
Plans as of the Effective Date, may be delivered in the aggregate pursuant to Awards granted under the Plan (such aggregate
total, the “Absolute Share Limit”); (ii) subject to Section 12 of the Plan, grants of Options or SARs under the Plan in

respect of no more than 3,000,000 shares of Common Stock may be made 1o any single Participant during any consecutive -
36- month period; (iii) subject to Section 12 of the Plan, no more than the number of shares of Common Stock equal to the

Absolute Share Limit may be delivered in the aggregate pursuant to the exercise of Incentive Stock Options granted under
the Plan; (iv) subject to Section 12 of the Plan, no more than 300,000 shares of Common Stock may be delivered in respect
of Performance Compensation Awards granted pursuant to Section |1 of the Plan to any single Participant for a single fiscal
year during a Performance Period, or in the event such Performance Compensation Award is paid in cash, other securities,

other Awards or other property, no more than the Fair Market Value of such shares of Common Stock on the last day of the -

Performance Period to which such Award refates; and (v) the maximum amount that can be paid to any singie Participant for

a single fiscal year during a Performance Period pursuant to a cash bonus Award described in Section 1i(a) of the Plan shall .

be $5,000,000.
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© Shares of Comnimon Stock shall be deemed to have been used in settlement of Awards whether or not they are
actually delivered or the Fair Market Value equivalent of such shares is paid in cash; provided, however, that in the case of
a SAR settled in shares of (;ommon Stock, only the net shares actually delivered in respect of an Award shall be deemed
10 have been used in settierr ent of the Award, and that no shares shall be deemed to have been used in settlement of a SAR
that settles only in cash; provided, further, that if shares of Common Stock issued upon exercise, vesting or settlement of
an Award, or shares of Common Stock owned by a Participant are surrendered or tendered to the Company (either directly
or by means of attestation) in payment of the Exercise Price of an Award or any taxes required to be withheld in respect of
an Award, in each case, in azcordance with the terms and conditions of the Plan and any applicable Award agreement, such
surrendered or tendered shares shall again become available for other Awards under the Plan; provided, further, that in'no
event shall such shares incriase the number of shares of Common Stock that may be delivered pursuant to Incentive Stock
Options granted under the P an. If and to the extent an Award under the Plan expires, terminates or is canceled or forfeited for
any reason whatsoever, the 1.hares covered by such Award shall again become available for other Awards under the Plan.

(d) Shares of Contmon Stock delivered by the Company in settlement of Awards may be authorized and unissued
shares, shares held in the treasury of the Company, shares purchased on the open market or by private purchase, or a
combination of the foregoin..

(e) Awards may, in the sole discretion of the Committee, be granted under the Plan in assumption of, or in
substitution for, outstanding awards previously granted by an entity acquired directly or indirectly by the Company or with
which the Company combines (“Substitute_Awards™). Substitute Awards shall not be counted against the Absolute Share
Limit; provided, that Substitute Awards issued in connection with the assumption of, or in substitution for, outstanding
options intended to qualify as “incentive stock options” within the meaning of Section 422 of the Code shall be counted
against the aggregate numb :r of'shares of Common Stock available for Awards of Incentive Stock Options under the Plan.

) Following the Effective Date, no new awards shall be granted under the Prior Plans. For purposes of the
preceding sentence, awards under the Prior Plans with performance periods that commenced prior to the Effective Date and
end after the Effective Date shall not be deemed new awards granted following the Effective Date.

6.  Eligibility. Participation shall be limited to Eligible Persons,

7. Options. (a) Generall:’. Each Option granted under the Plan shall be evidenced by an Award agreement. Each Option
so granted shall be subject 1> the conditions set forth in this Section 7, and to such other conditions not inconsistent with the
Plan as may be reflected in - he applicable Award agreement. All Options granted under the Plan shall be Nonqualified Stock
Options unless the applicab e Award agreement expressly states that the Option is intended to be an Incentive Stock Option.
Incentive Stock Options sh: [l be granted only to Eligible Persons who are employees of the Company and its Affiliates, and
no Incentive Stock Option sall be granted to any, Eligible Person who is ineligible to receive an Incentive Stock Option under
the Code. No Option shall »e treated as an Incentive Stock Option unless the Plan has been approved by the stockholders
of the Company in a manger intended to comply with the stockholder approval requirements of Section 422(b)(1) of the
Code, provided that any Oj tion intended to be an Incentive Stock Option shall not fail to be effective solely on account of
a failure to obtain such apg roval, but rather such Option shall be treated as a Nonqualified Stock Option unless and until
such approval is obtained. In the case of an Incentive Stock Option, the terms and conditions of such grant shall be subject
to and comply with such rules as may be prescribed by Section 422 of the Code. If for any reason an Option intended to be
an incentive Stock Option (or any portion thereof} shall not qualify as an Incentive Stock Option, then, to the extent of such
nongqualification, such Opt on or portion thereof shall be regarded as a Nonqualified Stock Option appropriately gramed
under the Plan.’ :

(b) Exercise Pric, Except as otherwise provided by the Committee in the case of Substitute Awards, the exercise
price (“Exercise Price”) pe1 share of Common Stock for each Option shali not be less than 100% of the Fair Market Value of
such share (determined as « f the Date of Grant), nrovnded however, that in the case of an Incentive Stock Option granted to
an employee who, at the tine of the grant of such Option, owns stock representing more than 10% of the voting power of all
classes of stock of the Company or any Affiliate, the Exercise Price per share shall be no less than 110% of the Fair Market
Value per share on the Date of Grant. ‘

© Vesting and |ixpiration. Options shall vest and become exercisable in such manner and on such date or dates
determined by the Commi tee and shall expire after such period, not to exceed ten years, as may be determined by'the
Committee (the “Option Period™); provided, however, that the Option Period shall not exceed five years from the Date of
Grant in the case of an Incentive Stock Option granted to a Participant who on the Date of Grant owns stock representing more




than 10% of the voting power of all classes of stock of the Company or any. Affiliate; provided, further, that notwithstanding
any vesting dates set by the Committee, and consistent with the Committee’s power under Section 4(b), the Committee may,
in its sole discretion, accelerate the exercisability of any Option upon a Change in"Control, death, Disability or retirement
(or on any other termination of employment) of a Participant, which acceleration shall not affect the terms and conditions of
such Option other than with respect to exercisability.

(d) ° Method of Exercise and Form of Payment. No shares of Common Stock shall be delivered pursuant to any
exercise of an Optien until payment in full of the Exercise Price therefor is received by the Company and the Participant has
paid to the Company an amount equal to any Federal, state, local and non-U.S. income and employment taxes required to be
withheld. Options which have become exercisable may be exercised by delivery of written or electronic notice of exercise
to the Company in accordance with the terms of the Option accompanied by payment of the Exercise Price. The Exercise
Price shall be payable (i) in cash, check, cash equivalent and/or shares of Common Stock valued at the Fair Market Value
at the time the Option is exercised (including, pursuant to procedures approved by the Committee, by means of attestation
of ownership of a sufficient number of shares of Common Stock in lieu-of actual delivery of such shares to the Company);
provided, that such shares of Common Stock are not subject to any pledge or other security interest; (ii) a “‘net exercise”
procedure effected by withholding the minimum number of shares of Common Stock otherwise deliverable in respect of an
Option that are needed to pay the Exercise Price and all applicable required withholding taxes; (iii) by such other method
as the Commitiee may permit in its sole discretion, including without limitation: (A) in other property having a fair market
value on the date of exercise equal to the Exercise Price or (B) if there is a public market for the shares of Common Stock
at such time, by means of a broker-assisted “cashless exercise” pursuant to which the Company is delivered a copy of
irrevocable instructions'to a stockbroker to sell the shares of Common Stock otherwise deliverable upon the exercise of the
Option and to deliver promptly to the Company an amount equal to the Exercise Price. Notwithstanding the foregoing, if
on the last day of the Option Period, the Fair Market Value exceeds the Exercise Price, the Participant has not exercised the
Option, and the Option has not expired, such Option shall be deemed to have. been exercised by.the Participant on such last
day by means of a net exercise and the Company shall deliver to the Participant the number of shares of Common Stock for
which the Option was deemed exercised less such number of shares of Common Stock required to be withheld to cover the
paymem of the Exercise Price and all applicable required withholding taxes. Any fractional shares of Common Stock shall
be settled in cash. - _ N

(e) Notification_upon Disqualifying Disposition of an Incentive Stock Option. Each Participant awarded an
Incentive Stock Option under the Plan shall notify the Company in writing immediately after the date he or she makes
a disqualifying disposition of any Common Stock acquired pursuant to the exercise of such Incentive Stock Option. A
disqualifying disposition is any disposition (including, without limitation, any sale) of such Common Stock before the
later of (A} two years after the Date of Grant of the Incentive Stock Option or (B} one year after the date of exercise of the
Incentive Stock Option. The Company may, if determined by the Committee and in accordance with procedures established
by:the Committee, retain possession, as agent for the applicable Participant, of any Common Stock acquired pursuant to the
exercise of an Incentive Stock Option until the end of the period described in the preceding sentence, subject to complying
with any instructions from such Participant as to the sale of such Common Stock.

) Compliance With Laws, etc. Notwithstanding the foregoing, in no event shall a Participant be permitted to
exercise an Option in a manner which the Committee determines would violate the Sarbanes-Oxley Act of 2002, or any
other applicable law or the applicable rules and regulations of the Securities and Exchange Commission or the applicable
rules and regulations of any securities exchange or inter-dealer quotation system on which the securities of the Company
are listed or traded. |

8. Stock Appreciation Rights. (a) Generally. Each SAR granted under the Plan shall be evidenced by an Award
agreement. Each SAR so granted shall be subject to the conditions set forth'in this Section 8, and 1o such other conditions
not inconsistent with the Plan as may be reflected in the applicable Award agreement. Any Option granted under the Plan
may include tandem SARs. The Committee also may award SARs to Eligible Persons independent of any Option.

(b) Strike Price. Except as otherwise provided by the Committec in the case of Substitute Awards, the strike price
(“Strike Price”) per share of Common Stock for each SAR shall not be less than 100% of the Fair Market Value of such share
(determined as of the Date of Grant). Notwithstanding the foregoing,.a SAR granted in tandem with {or in substitution for)
an Option previously granted shall have a Strike Price at least equal to the Exercise Price of the corresponding Option.

b
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(c) Vesting and E ¢piration. A SAR granted in connection with an Option shall become exercisable and shall expire
according to the same vestilg schedule and expiration provisions as the corresponding Option. A SAR granted independent
of an Option shall vest and become exercisable and shall expire in such manner and on such date or dates determined by
the Committee and shall e pire after such period, not to exceed ten years, as may be determined by the Committee (the
“SAR Period™); provided, kowever, that notwithstanding any vesting dates set by the Committee, and consistent with the
Committee’s power under S ection 4(b) the Committee may, in its sole discretion, accelerate the exercisability of any SAR
upon a Change in Control, d :ath, Disability or retirement (or on any other termination of employment) of a Participant, which
acceleration shall not affect the terms and conditions of such SAR other than with respect to exercisability. ' ‘

(d) Method of Exureise. SARs which have become exercisable may be exercised by delivery of written or electronic
notice of exercise to the Comipany in accordance with the terms of the Award, specifying the number of SARSs to be exercised
and the date on which such ;ARs were awarded. Notwithstanding the foregoing, if on the last day of the Option Period (or in
the case of a SAR independi:nt of an option, the SAR Period), the Fair Market Value exceeds the Strike Price, the Participant
has not exercised the SAR - the corresponding Option (if applicable), and neither the SAR nor.the corresponding Option
(if applicable) has expired, such SAR shail be deemed to have been exercised by the Participant on such last day and the
Company shall make the appropriate payment therefor. _ g . '

(&)  Payment, Upun the exercise of a SAR, the Company shall pay to the Participant an amount equal to the number
of shares subject to the SAI! that are being exercised multiplied by the excess, if any, of the Fair Market Value of one share
of Common Stock on the e:.ercise date over the Strike Price, less an amount equal to any Federal, state, local and non-U.S.
income and employment ta:tes required to be withheld. The Company shall pay such amount in cash, in shares of Common
Stock valued at Fair Marke Value, or any combination thereof, as determined by the Committee. Any fractional shares of
Commoen Stock shall be set:led in cash.

*

() Substitution of SARs for Nonqualified Stock Options, The Committee shall have the authority in its sole
discretion to substitute, witlout the consent of the affected Participant or any holder or beneficiary of SARs, SARs settled in
shares of Common Stock {c r settled in shares or cash in the sole discretion of the Committee) for outstanding Nongualified
Stock Qptions, provided that (i) the substitution shall not otherwise result in a modification of the terms of-any such
Nongqualified Stock Option (ii) the number of shares of Common Stock underlying the substituted SARs shall be the same
as the number of shares of Common Stock underlying such Nonqualified Stock Options and (iii} the Strike Price of the
substituted SARs shall be equal to the Exercise Price of such Nonquallﬁed Stock Options; provided, however, that if, in the
opinion of the Company’s i:1dependent public auditors, the foregoing provision creates adverse accounting consequences for

.the Company, such provisicn shall be considered null and void.

9. Restricted Stock anl Restricted Stock Units. (a) Generally. Each grant of Restricted Slock and Restricted Stock
Units shall be evidenced by an Award agreement. Each Restricted Stock and Restricted Stock Unit grant shall be subject to
the conditions set forth in this Section 9, and to such other conditions not mcons:stent with the Plan as may be reflected in
the applicable Award agree ment. : :

(b) Stock Certificates and_Book Entry: Escrow or Similar Arrangement. Upon the grant of Restricted Stock,
the Committee shall cause a stock certificate registered in the name of the Participant to be issued or shall cause share(s)
of Common Stock to be registered in the name of the Participant and held in book-entry form subject to the Company’s
directions and, if the Commiittee determines that the Restricted Stock shall be held by the Company or in escrow rather than
delivered to the Participan. pending the release of the applicable restrictions, the Commitiee may require the Participant
to additionally execute anc deliver to the Company (i) an escrow agreement satisfactory to the Committee, if applicable,
and (ii) the appropriate stack power (endorsed in blank) with respect to the Restricted Stock covered by such agreement.
If a Participant shall fail to execute an agreement evidencing an Award of Restricted Stock and, if applicable, an escrow
agreement and blank stock power within the amount of time specified by the Committee, the Award shall be null and void.
Subject to the restrictions set forth in this Section 9 and the applicable Award agreement, the Participant generally shall
have the rights and privile zes of a stockholder as to such Restricted Stock, including without limitation the right to vote
such Restricted Stock. To the extent shares of Restricted Stock are forfeited, any stock certificates issued to the Participant
evidencing such shares sha | be returned to the Company, and all rights of the Participant to such shares and as a stockhotder
with respect thereto shall t:rminate without further obligation on the part of the Company. )

(c) Vesting; Acceleration_of Lapse of Restrictions. The Restricted Period with respect to Restricted Stock and
Restricted Stock Units shal| lapse in such manner and on such date or dates determined by the Committee and the Committee

_shall determine the treatn ent of the unvested portion of Restricted Stock and Restricted Stock Units upon termination
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of employment or service of the Participant granted the applicable Award. Consistent with the Committee’s power under
Section 4(b), the Committee may in its sole discretion accelerate the lapse of any or all of the restrictions on the Restricted
Stock and Resiricied Stock Units upon a Change in Conirol, death, Disability or retirement (or on any other termination of
employment) of a Participant, which acceleration shall not affect any, other terms and conditions of such Awards.

d) Delivery of Restricted Stock and Settlement of Restricted Stock Units, (i} Upon the expiration of the Restricted
Period with respect to any shares of Restricted Stock, the restrictions set forth in the applicable Award agreement shall be
of no further force or effect with respect to such shares, except as set forth in the applicable Award agreement. If an escrow
arrangement s used, upon such expiration, the Companyshall deliver to the Participant, or his or her beneficiary, without
charge, the stock certificate (or, if applicable, a notice evidencing a book entry notation) evidencing the shares of Restricted
Stock which have not then been forfeited and with respect to which the Restricted Period has expired (rounded down to the
nearest full share). Dividends, if any, that may have been withheld by the Committee and attributable to any particular share
of Restricted Stock shall be distributed to the Participant in cash or, at the sole discretion of the Committee, in shares of
Common Stock having a Fair Market Value equal to the amount of such dividends, upon the release of restrictions on such
share and, if such share is forfeited, the Participant shall have no right to such dividends.

(i) Unless otherwise provided by the Committee in an Award agreement, upon the expiration of the Restricted
Period with respect to any outstanding Restricted Stock Units, the Company shall deliver to the Participant, or his or
her beneficiary, without charge, one share of Common Stock (or other securities or other property, as applicable) for
each such outstandmg Restricted Stock Unit; provided, however, that the Committee may, in its sole discretion, elect to
(i) pay cash or part cash and part Common Stock in lieu of delivering only shares of Common Stock in respect of such
Restricted Stock Units or (ii) defer the delivery of Common Stock (or cash'or part Common Stock and part cash, as
the case may be) beyond the expiration of the Restricted Period. If a cash payment is made in lieu of delivering shares
of Common Stock, the amount of such payment shall be equal to the Fair Market Value of the Common Stock as of
the date on which the Restricted Period lapsed with respect to such Restricted Stock Units. To the extent provided in
an Award agreement, the holder of outstanding Restricted Stock Units shall be entitled to be credited with dividend
.~ equivalent payments {upon the payment by the Company of dividends on shares of Common Stock) either in cash or,
at the sole discretion of the Committee, in shares of Common Stock having a Fair Market Value equal to the amount of
such dividends, upon the release of restrictions on such Restricted Stock Units, and, if such Restricted Stock Units are

. forfeited, the Participant shall have no right to such dividend equivalent payments.

¢} ' Legends on Réstricted Stock, Each certificate representing Restricted Stock awarded under the Plan, if any,
shall bear a legend substantially in the form of the following, in addition to any other information the Company deems
appropriate, until the lapse of all restrictions with respect to such Common Stock:

TRANSFER OF THIS CERTIFICATE AND THE SHARES REPRESENTED HEREBY IS RESTRICTED

PURSUANT TO THE TERMS OF THE AUTOMATIC DATA PROCESS[NG INC. 2008 OMNIBUS

AWARD PLAN AND A RESTRICTED STOCK AWARD AGREEMENT, BETWEEN AUTOMATIC DATA

PROCESSING, INC. AND PARTICIPANT. A COPY OF SUCH PLAN AND AWARD AGREEMENT IS ON
. FILE AT THE PRINCIPAL EXECUTIVE OFFICES OF AUTOMATIC DATA PROCESSING, INC.

10. Other Stock-Based Awards. (2) Generally. The Committee thay issue unrestricted Commeon Stock, rights under the
Company’s Performance-Based Restricted Stock Program or other incentive proérams that, subject to the terms and conditions
thereof, provide for the right to receive grants of Awards ata future date, or other Awards denominated in Common Stock,
under the Plan to Eligible Persons, alone or in tandem wnh other Awards, in such amounts as the Committee shall from time
to time in its sole discretion determine. Each Other Stock-Based Award granted under the Plan shall be evidenced by an
Award agreement. Each Other Stock-Based Award so granted shall be subject to such conditions not 1nconsnstent with the
Plan as may be reflected in the applicable Award agreement.

(b) Non-Emplovee Director Deferrals. (i) Generally. "Non- -Employée Directors may be granted Other Stock-Based
Awards in the form of deferred stock units (“Deferred Stock Units’ ) in accordance with the provisions of this Section 10,
and references 1o “Par‘uclpant in this Section 10(b) shall be deemed to refer only to Non-Employee Directors. Pursuant to
this Section 10(b), Participants (A) shall receive non-elective payment of the Annual Retainer Dollar Amount in the form
of Deferred Stock Units that entitle the Participants to receive, under the terms and conditions described herein, shares of
Common Stock,.(B) may defer receipt of all or part of the Elective Amount and (C) may defer receipt of all or a part of the
Meeting Fees, ‘ .
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(ii) Elections to Defer Annual Retainer and Committee Retainer. The Board shall determine the Elective Amount
in its sole discretion from t me to time. A Participant who wishes to have any part of the Elective Amount for any given
calendar year paid as Deferied Stock Units on his or her Distribution Date shall irrevocably elect such medium of payment
prior to the commencement of the calendar year during which the Elective Amount is to be earned. Such election shall be
made in accordance with procedures and rules promulgated by the Board or its detegee for such purpose. Any election made
under this Section 10(b)(ii) hall apply to the Participant’s Elective Amount earned in future calendar years unless and until
the Participant makes a late* election in accordance with the terms of this Section 10(b)(ii).

(i) Elections to ['efer Meeting Fees. A Participant who wishes to have all or any part of his Meeting Fees for a
given calendar year deferre:l and paid to him on his Distribution Date shall irrevocably elect payment of such Meeting Fees
on a deferred basis priot to the commencement of the calendar year during which the Meeting Fees are to be earned. Such
election shall be made in ac :ordance with procedures established by the Board or its delegee for such purpose. Any election
made under this Section 10( >Xiii) shall apply to Meeting Fees earned in future calendar years unless and until the Participant
makes a later election in acc ordance with the terms of this Section 10(b)(iii). Such election shall indicate the portion, if any,
of deferred Meeting Fees to be paid in cash and the portion, if any, to be paid as Deferred Stock Units and shall also include
an irrevacable designation ¢ f the form of payment to be used when such deferred Meeting Fees that are to be payable in cash
are distributed on the Distribution Date. A Participant shall elect distribution of any deferred Meeting Fees payable in cash
either in the form of a sing e lump sum payment or in the form of substantially equal annual payments to be made over a
period of two 10 ten years. I "the Participant has not designated a form of payment prior to the beginning of the calendar year
in which the Meeting Fees : ubject to such election are earned, such Participant shall be deemed to have irrevocably elected
to receive payment of such leferred Meeting Fees in a single lump sum on his Distribution Date.

(iv) Crediting of |)eferred Stock nits. On each Payment Date, the Account of each Participant shall be credited
with that number of Deferrzd Stock Units {rounded down to the nearest whole share) in respect of a number of shares of
Common Stock with a Fair Market Value equal to (A) the Participant’s Annual Retainer Dollar Amount and (B) the portion
of the Participant’s Elective Amount payable in Deferred Stock Units, determined as of the relevant Payment Date. As soon
as administratively practicitble following the Board or applicable committee meeting at which Meeting Fees are earned,
the Account of each Participant who has elected to have a portion of his Meeting Fees paid in Deferred Stock Units shall
be credited with that numbe:r of Deferred Stock Units (rounded down to the nearest whole share) in respect of a number of
shares of Common Stock with a Fair Market Value equal to the dollar amount of the portion of such Meeting Fees that such
Participant has elected to r:ceive in Deferred Stock Units, determined as of the date of the relevant meetmg in respect of
which the Meetmg Fees we 'e earned.

) Vesting. The interest of each Participant in any benefit payable with respect to an Account hereunder shall be
at all times fully vested an non-forfeitable. Notwithstanding the previous sentence, a Participant’s interest in his Account
constitutes an unsecured pr yimise of the Company, and a Participant shall have only the rights of a general unsecured creditor
of the Company with respe t to his Account,

(vi) Dividend Equivalents. Each Account shall be credited with Dividend Equivalents on each date a dividend is
paid on Common Stock, in respect of the Deferred Stock Units credited to such Account on such payment date. Dividend
Equivalents credited to an Account shall accrue interest (compounding annually) from the date of such crediting through
the Distribution Date, with the applicable interest rate for each twelve month period beginning on November 1 during such
period, or any applicable portion thereof, being the rate for five-year U.S. Treasury Notes published in The Wall Street
Journal (or, in the absence of such reference, such alternate publication as the Board may select from time to time) on the
first business day of Noventber of such twelve month period plus 0.50%, rounded up to the nearest 0.25%.

(vii)  Crediting of Meeting Fees Payable in Cash. Deferrals of Meeting Fees to be paid in cash shall be credited to
the Account of the Particip int as soon as administratively practicable following the Board or applicable committee meeting
at which such Meeting Fees were earned. The portion of a Participant’s Account attributable to deferrals of Meeting Fees
with respect to which the Participant elected under Section 10(b)(iii) a distribution in cash on his Distribution Date shall be
adjusted by crediting such sortion of the Account with interest quarterly in the manner set forth in Section 10(b)(vi).

(viii)  Distributions. Except as otherwise provided in this Section 10(b)(viii), on his Distribution Date, each Participant
shall receive (i) a number >f shares of Common Stock equal to the number of Deferred Stock Units in such Participant’s
Account, (ii) a cash payment equal to the accrued Dividend Equivalents, plus interést thereon as of the Distribution Date and
(iii) a cash payment (or serizs of payments as determined in accordance with Section 10(b)(iii)) equal to the credited Meeting
Fees with respect to whicl the Participant elected under Section 10(b)(iii) a distribution in cash on his Distribution Date




plus interest thereon as of the Distribution Date. Solely to the extent required by Section 409A of the Code, a distribution in
respect of an Account to a Participant who is determined to be a Specified Employee shall not be actually paid before the date
which is 6 months after the Specified Employee’s Separation From Service (or, if earlier, the date of death of the Specified
Employee). Any distribution to any Participant or beneficiary in accordance with the provisions of this Section 10(b)(viii)
shall be in full satisfaction of all claims under the Plan against the Company and the Board. The Board may requlre any
Participant or beneficiary, as a condition to payment, to execute a receipt and release to such effect.

11. . Performance Compensation Awards. (a) Generally. The Committee shall have the authority, at the time of grant
of any Award described in Sections 9 and 10 of the Plan, to designate such Award as a Performance Compensation Award
intended to qualify as “performance-based compensation” under Section 162(m} of the Code. The Committee shall also have
the authority 1o make an award of a cash bonus to any Participant and designate such Award as a Performance Compensation
Award intended to qualify as “performance-based compensation” under Section 162(m) of the Code. Notwithstanding
anything in the Plan to the contrary, if the Company determines that a Participant who has been granted an Award designated
as a Performance Compensation Award is not (or is no longer) a “covered employee” (within the meaning of Section 162(m)
of the Code), the terms and conditions of such Award may be modified without regard to any restrictions or timitations set
forth in this Section 11 (but subject otherwise to the provisions of Section 13 of the Plan).

{b) Discretion of Committee with Respect to Performance Compensation Awards. With regard 10 a particular

Performance Period, the Committee shall have sole discretion to select the length of such Performance Period, the type(s)
of Performance Compensation Awards to be issued, the Performance Criteria that will be used to establish the Performance
Goal(s), the kind(s) and/or level(s) of the Performance Goals(s} that is (are) to apply and the Performance Formula. Within
the first 90 days of a Performance Period (or, within any other maximum period allowed under Section 162(m) of the Code),
the Committee shall, with regard to the Performance Compensation Awards to be issued for such Performance Period,
exercise its discretion with respect to each of the matters enumerated in the 1mmed|ately preceding sentence and record the
same in writing.

©) Performance Criteria. The Performance Criteria that will be used to establish the Performance Goal(s) may
be based on the attainment of specific levels of performance of the Company (and/or one or more Affiliates, divisions
or operational units, or any combination of the foregoing) and shall be limited to the following: (i) net earnings or net
income (before or after taxes); (ii) basic or diluted earnings per share (before or after taxes); (iii) net revenue or net revenue
growth; (iv) gross revenue, gross revenue growth, gross profit or gross profit growth; (v) net operating profit {before or after
taxes), (vi) return measures (including, but not limited to, return on investment, assets, capital, invested capital, equity, or
sales); (vii} cash flow measures (including, but not limited to, operating cash f low, free cash flow, and cash flow return on
capital); (vm) earnings before or afier taxes, interest, deptec:auon and/or amortization; (ix) gross or operating margins;
(x) productivity ratios; (xi) share price (including, but not limited to, growth measures and total stockholder return); (xii)
expense targets; (xiii) operating efficiency; (xiv) objective measures of customer satisfaction; (xv) working capital targets;
{xvi) measures of economic value added; {xvii) inventory control; (xviii) enterprise value; (xix) sales; (xx) stockholder
return; (xxi); client retention; (xxii) competitive market metrics; (xxiii) employee retention; (xxiv) timely completion of new
product rollouts; (xxv) timely launch.of new facilities; (xxvi) objective measures of personal targets, goals or completion of
projects (including, but not limited to, succession and hiring projects, completion of specific acquisitions, reorganizations or
other corporate transactions, expansions of specific business operations and meeting divisional or project budgets); or (xxvii)
any combination of the foregoing: Any one or more of the Performance Criteria may be used on an absolute or relative basis
to measure the performance of the Company and/or one or more Affiliates as a whole or any divisional or operational unit(s)
of the Company and/or one or more Affiliates or any combination thereof, as the Committee may deem appropriate, or
any of the above Performance Criteria may be compared to the.performance of a selected group of comparison companies,
or a published or special index that the Committee, in its sole discretion, deems appropriate, or as compared to various
stock market indices. The Committee also has the authority to provide for accelerated vesting of any Award based on the
achievement of Performance Goals pursuant to the Performance Criteria specified in this paragraph. To the extent required
under Section 162(m) of the Code, the Committee shall, within the first 90 days of a Performance Period (or, within any other
maximum period allowed under Section 162(m) of the Code), define in an objective fashion the manner of calculating the
Performance Criteria it selects to use for such Performance Period.

(d) Modification of Performance Goal(s). In the event that applicable tax and/or securities laws change to permit
Committee discretion to alter the governing Performance Criteria without obtaining stockholder approval of such alterations;
the Committee shall have sole discretion to make such alterations without obtaining stockholder approval. Unless otherwise
determined by the Committee at the time a Performance Compensation-Award is granted, the Committee shall, during the
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first 90 days of a Performanc e Period {or, within any other maximum period allowed under Section 162(m) of the Code), or at
any time thereafter to the ex ent-the exercise of such authority at such time would not cause the Performance Compensatlon
Awards granted to any Participant for such Performance Period to fail to quallfy as “‘performance-based compensation”

under Section 162(m) of the Code, adjust or modify the calculation of a Performance Goal for such Performance Period,
based on and in order to appi opriately reflect the following events: (i) asset write-downs; (ii} litigation or claim judgments or
settlements; (iii) the effect o "changes in tax laws, accounting principles, or other laws or regulatory rules affecting reported
results; (iv) any reorganizatin and restructuring programs; (v) extraordinary nonrecurring items as described in Accounting
Principles Board Opinion N.. 30 {or any successor pronouncemem thereto) and/or in managerment’s discussion and analysis
of financial condition and r¢ sults of operations appearing in the Company’s annual report to stockholders for the applicable
year; (vi} acquisitions or divestitures; (vii} any other specific unusual or nonrecurrmg events, or objectwely determinable
category thereof;, (viii) forer :mn exchange gains and tosses and (ix) a change in the Company’s fiscal year

(€) Payment of Pe rformance Compensation Awards (i) Condition to Receipt of Payment. Unless otherwise prowded
in the applicable Award agruement, a Participant must be employed by the Company on the last day of'a Performance Period
to be eligible for payment i1 respect of a Performance Compensation Award for such Performance Period.

(i) Limitatipn. Unless otherwise provided in the applicable Award agreement, a Participant shall be eligible

to receive payment in ‘ espect of a Performance Compensation Award enly to the extent that: (A) the Performance Goals -

. for such period are act ieved; and (B) all or some of the portion of such Participant’s Performance Compensation Award
has been earned for tie Performance Period based on the application of the Performance Formula to such achieved
Performance Goals. ) : :

(iii) Certifigation. Fol]owmf, » the completion of a Performance Period, the Commlttee shall review and certify y
in writing whether, a1 d to what extent, the Performance Goals for the Performance Period have been achieved and, if
so, calculate and cerufy in writing that amouint of the Performance Compensation Awards earned for the perlod based
upon the Performanci: Formula. The Committee shall then determine the amount of each Participant’s Performance
Compensation Award actoally payable for the Performance Period and, in so doing, may apply Negative Discretion.

(lv) Use of ] fegative Discretion. In determining the actual amount of an individual Participant’s Performance
Compensation Award for a Performance Period, the Committee may reduce or climinate the amount of the Performance
Compensation Award earned under the Performance Formula in the Performance Period through the use of Negalwe
Discretion if, in its ole Judf,ment such reduction or elimination is appropriate. Unless otherwise provided in the
applicable Award agr :ement, the Committee shall not have the discretion to (A) grant or provide payment in respect of
Performance Compensatmn Awards for a Performance Period if the Performance Goals for such Performance Period
have not been atraine {; or (8) increase a Performance Compensation Award above the apphcable limitations set forlh
in Section 5 of the Pln.

((§] Timing_of Award Payments. Unless otherwise provided in the appl:cable Award agreement Performance
Compensation Awards graited for a Performance Period shall be paid to Participants as soon as. administratively practicable
following completion of the certifications required by this Section 11. Any Performance Compensation Award that has
been deferred shall not (between the date as of which the Award is deferred and the payment date) increase (i) with respect
to a Performance Compensation-Award that is payable in cash, by a measuring factor for cach fiscal year greater than a
reasonable rate of interest set by-the Committee or (i) with respect to a Performance Compensation Award that is payable
in shares of Common Stork, by an amount greater than the appreciation of a share of Common Stock from the date such
Award is deferred to the piyment date. Unless otherwise provided in an Award agreement, any Performance Compensation
Award that is deferred anil is otherwise payable in shares of Common Stock shall be credited (during the period between
the date as of which the Avvard is deferred and the payment date) with dividend equivalents (in a manner consistent with the
methodology set forth in t‘ 1€ last sentence of Section 9(d)(i1)). :

12. Changesin Capltal !itructure and Similar, Events. In the event of (2) any dividend {other than regular cash dividends) or
other distribution (whether in the form of cash, shares of Common Stock, other sectirities or other property), recapitalization,

stock split, reverse stock s Jlit, reorganization, merger, consolidation, split-up, split-of f, spin-off, combmation repurchase or
exchange of shares of Common Stock or other securities of the Company, issvance of warrants or other rights to acquire shares
of Common Stock or othe r securities of the Company; or other similar corporate transaction or event (including, without
limitation, a Change in Cantrol) that affects the shares of Common Stock, or (b) unusual or nonrecurring events {including,
without limitation, a Change in Control) affecting the Company, any Affiliate, or the financial statements of the Company
or any Affiliate, or changes in applicable rules, rulings, regulations or other requirements ol any governmental body or
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securities exchange or inter-dealer quotation system, accounting-principles or law, such that in either case an adjustment is
determined by the Commitiee in its sole discretion to be necessary or appropriate, then the Committee shall make any such
adjustments in such manner as it may deem equitable, including without limitation, any or all of the following;

‘ () adjusting any or all of (A) the number of shares of Common Stock or other‘securities of the Company
(or number and kind of other securities or other property) which may be delivered.in respect of Awards or with respect
to which Awards may be granted under the Plan (including, without limitation, adjusting any or all of the limitations
under Section 5 of the Plan) and (B) the terms of any outstanding Award, including, without limitation, (1) the number
of shares of Common Stock. or other securities of the Company {or number and kind of other securities or other
property) subject to outstanding Awards or to which outstanding Awards relate, (2) the Exercise Price or Strike Price
with respect to any Award or (3) any applicable performance measures (including, without limitation, Performance
Criteria and Performance Goals);

(1) providing for a substitution or assumption.of Awards, accelerating the exercisability of, lapse of

- restrictions on, or termination of, Awards or providing for a period of time-for exercise prior to the occurrence of such
. event; and ‘ . L ) . ey ¢

(iii) cancelling any one or more outstanding Awards and callusmg to be pald to the holders thereof, in cash,
shares of Commeon Stock, other securities or other property, or any combination thereof, the value of such Awards, if
any, as determined by the Committee {which if applicable may. be based uponsthe price per share of Common Stock
received or to be received by other stockholders.of the Company in‘such event), including without limitation, in the case

- of an outstanding Option or SAR, a cash payment in an.amount equal to the excess, if any, of the Fair Market Value (as
of a date specified by the Committee) of the shares of Common Stock subject to such Option or SAR over the aggregate
Exercise Price or Strike Price of such Option or SAR, respectively (it being understood that, in such event, any Option
or SAR having a per share Exercise Price or Strike Price equal to, or in excess of, the Fair Market Value of a share of
Common Stock subject thereto may be canceled and terminated without any payment or consideration therefor);

provided, however, that in the case of any “equity restructuring” (within the meaning of the Financial 'Accounting
Standards. Board Statement of Financial Accounting Standards No. 123 (revised 2004)), the Committee shall make
an equitable or proportionate adjustment to outstanding Awards to reflect such equity restructuring. Any adjustment
in Incentive Stock Options under this Section 12 (other than any cancellation of Incentive Stock Options) shall be
made only to the extent not constituting a “modification” within the meaning of Section 424(h)(3) of the Code, and
any adjustments under this Section 12 shall be made in a manner which does not adversely affect the exemption
provided pursuant t Rule ]6b 3 under the Exchange Act Any such adjustment shall be conclusive and binding for ali
purposcs,

13.. Amendments and Termination, (a) Amendmeni_and Termination of the Plan. The Board may amend, alter, suspend,
discontinue, or terminate the Plan or any portion thereof at any time; provided, that no such amendment, alteratjon, suspension,
discontinuation or termination shall be made without stockholder, approval if such approval is necessary to comply with
any regulatory requirement applicable to the Plan (including, without limitation; as necessary to comply with any rules or
regulations of any securities exchange or inter-dealer quotation system on which the securities of the Company may be listed
or quoted); provided, further, that any such amendment, alteration, suspension, discontinuance or termination that would
materially and adversely affect the rights of any Participant or any holder or beneficiary of any Award theretofore granted
shall not to that extent be effective without the consent of the affected Participant, holder or beneficiary. Notwithstanding the

foregoing, no amendment shatl be made to the last proviso of Section 13(b) without stockholder approval.

{b) Amendment of Award Agreements, The Committee may, to the extent consistent with the terms of any
applicable Award agreement, waive any conditions or rights under, amend any terms of, or aller, suspend, discontinue, cancel
or terminate, any Award theretofore granted or the associated Award agreement, prospectively or retroactively; provided
that any such waiver, amendment, alteration, suspension, discontinuance, cancellation or termination that would materially
and adversely affect the rights of any Participant with respect to any Award theretofore granted shall not to that extent be
effective without the consent of the affected Participant; pravided, further, that without stockholder approval, except as
otherwise permitted under Section 12 of the Plan, (i) no amendment or modification may reduce the Exercise Price of any
Option or the Strike Price of any SAR, (ii) the Committee may not cancel any outstanding Option or SAR and replace it
with a new Option or SAR (with a lower Excrcise Price or Strike Price, as the case may be) or other Award or cash in a
manner which would result in any “repricing™ for financial statement reporting purposes (or otherwise cause the Award to
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fail to qualify for equity accounting treatment) and (iii) the Committee may not take any other action which is considered
a “repricing” for purposes o’ the stockholder approval rules of any securities exchange or inter-dealer quotation system on
which the securities of the Company are listed or quoted.

14. General. (a) Award Ajrreements. Each Award under the Plan shall be evidenced by an Award agreement, which shall
be delivered to the Particip:.nt and shall specify the terms and conditions of the Award and any rules applicable thereto,
including without limitation the effect on such Award of the death, Disability or termination of employment or service of a
Participant, or of such other events as may be determined by the Committee. For purposes of the Plan, an Award agreement
may be in any such form (witten or electronic) as determined by the Committee (including, without limitation, a Board or
Committee resolution, an erployment agreement, a notice, a certificate or a letter) evidencing the Award. The Commitiee
need not require an Award agreement to be signed by the Participant or a duly authorized representative of the Company.

(b) Nontransferat ility. (i} Each Award shall be exercisable only by a Participant during the Participant’s lifetime,
or, if permissible under aprlicable law, by the Participant’s legal guardian or representative. No Award may be assigned,
alienated, pledged, attached, sold or otherwise transferred or encumbered by a Participant other than by will or by the laws
of descent and distribution and any such purported assignment, alienation, pledge, attachment, sale, transfer or encumbrance
shall be void and unenforce: bie against the Company or an Affiliate; provided that the designation of a beneficiary shall not
constitute an assignment, al.enation, pledge, attachment sale, transfer or encumbrance.

(i) Notwithstanding the foregoing, the Committee may, in its sole discretion, permit Awards (other than
Incentive Stock Optiot s) to be transferred by a Participant, without consideration, subject to such rules as the Committee
may adopt consistent with any applicable Award agreement to preserve the purposes of the Plan, to: (A) any person
who is a “family memoer”.of the Participant, as such term is used in the instructions to Form $-8 under the Securities
Act (collectively, the “ Immediate Famity Members™); (B) a trust solcly for the benefit of the Participant and his or her
Immediate Family Mcmbers; (C) a partnership or limited liability company whose only partners or stockholders are
the Participant and his or her Immediate Family Members; or (D) any other transferee as may be approved either (1) by
the Board or the Com nittee in its sole discretion, or (I1) as provided in the applicable Award agreement;

(each transferee descr bed in clauses (A), (B), (C) and (D) above is hereinatter referred to as a “Permitted Transferee™);
provided that the Participant gives the Committee advance written notice describing the terms and conditions of the
proposed transfer ané the Committee notifies the Participant in writing that such a transfer would comply’with the
requirements of the Plan.

(iii} The terins of any Award transferred in accordance with the immediately preceding sentence shall apply
to the Permitted Tran: feree and any reference in the Plan or in any applicable Award agreement, to a Participant shall
be deemed to refer to the Permitted Transferee, except that (A) Permitted Transferees shall not be entitled to transfer
any Award, other thar by will or the laws of descent and distribution; (B) Permitted Transferces shall not be entitled to
exercise any transferr :d Option unless there shall be in effect a registration stalement on an appropriate form covering
the shares of Comman Stock to be acquired pursuant to the exercise of such Option if the Committee determines,
consistent with any apiplicable Award agreement, that such a registration statement is necessary or appropriate; (C) the
Committee or the Coinpany shall-not be required to provide any notice to a Permitted Transferee, whether or not such
notice is or would othzrwise have been required to be given to the Participant under the Plan or otherwise; and (D) the
consequences of the t :rmination of the Participant’s employment by, or services to, the Company or an Affiliate under
the terms of the Plan and the applicable Award agreement shall continue to be applied with respect to the Participant,
including, without linitation, that an Option shall be exercisable by the Permitted Transferec only to the extent, and for
the periods, specified in the Plan and the applicable Award agreement.

{c) Dividends and Dividend Equivalents. In addition to Dividend Equivalents awarded under Section 10(b) of
the Plan, the Committee in its sole discretion may provide a Participant as part of an Award with dividends or dividend
equivalents, payable in cath, shares of Common Stock, other securities, other Awards or other property, on a current or
deferred basis, on such terris and conditions as may be determined by the Committee in its sole discretion, including without
limitation, payment directly to the Participant, withholding of such amounts by the Company subject to vesting of the Award
or reinvestment in additior.al shares of Common Stock, Restricted Stock or other Awards,

(d) Tax Withho! ling. (i) A Participant shall be required to pay to the Company or any AfTiliate, and the Company
or any AfTiliate shall have the right and is hereby authorized to withhold, from any cash, shares of Common Stock, other
securities or other property’ deliverable under any Award or from any compensation or other amounts owing 1o a Participant,
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the amount (in cash, Common Stock, other securities or other property) of any required withholding taxes in respect of an
Award, its exercise, or any payment or transfer under an Award or under the Plan and to take such other action as may be
necessary in the opinion of the Committee or-the Company to satlsf'y all obhgatlons for the payment of such withholding
and taxes: : - v

(i) Without limiting the generality of clause (i) above, the Committee may, in its sole discretion, permit a

Participant to satisfy, in whole or in part, the foregoing withholding liability (but no more than the minimum required

. statutory withholding liability) by (A) the delivery of shares of Common Stock (which are not subject to any pledge

or olher security interest ) owned by the Participant having a Fair Market Value equal to such withholding liability

or (B) having the Company withhold from the number of shares of Common Stock otherwise issuable or deliverable

pursuant to the exercise or settlemem of the Award a number of shares with a Fair Market Value equal to such withholding
'hablllty

'

(e} No Claim to Awards; No Rights to Continued Employment; Waiver. No employee of the Company or an
Affiliate, or other person, shall have any claim or right to be granted an Award under the Pian or, having been selected for

the grant of an Award, to be selected for a grant of any other Award. Thére is no obligation for uniformity of treatment of
Participants or holders or beneficiaries of Awards. The terms and conditions of Awards and the Committee’s determinations
and interpretations with respect thereto need not be the same with respect to each Participant and may be made selectively
among Participants, whether or not such Participants are similariy situated. Neither the Plan nor any action taken hereunder
shall be construed as giving any Participant any right to be retained in the employ or service of the Company or an Affiliate,
nor shall it be construed as giving any Participant any rights to continued service on the Board. The Company or any of its
Affiliates may at any time dismiss a Participant from employment or discontinue any consulting relationship, free from any
liability or any claim under the Plan, unless otherwise expressly provided in the Plan or any Award agreement. By accepting
an Award under the Plan, a Participant shall thereby be deemed to have waived any claim to continued exercise or vesting of
an Award.or to damages or severance entitlement related to non-continuation of the Award beyond the period provided under
the Plan or any Award agreement, notwithstanding any provision to the contrary in any written employment contract or other
agreement between the Company and its Affiliates and the Participant, whether any such agreement is executed before, on
or after the Date of Granl

{f), International Partlmpams With respect to Participants who reside or work outside of the United States of
Amerlca and who are not (and who are not expect to be) “covered employees™ within the meaning of Section 162(m) of the
Code, the Committee may in its sole discretion amend the terms of the Plan or Sub-Plans or outstanding Awards with respect

to such Participants in order to conform such terms with the requirements of local law or to obtain more favorable tax or other

treatment for a Participant, the Company orits Affiliates, ' R

(g) ' Designation and Change of Beneficiary, Each Participant may file with the Committee a written designation
of one or more persons as the beneficiary(ies) who shall be entitled to receive the amounts payable with respect to an
Award, if any, due under the Plan upon his or her death. A Participant may, from time to time, revoke or change his or her
beneficiary designation without the consent of any prior beneficiary by filing a new designation with the Committee. The
last such designation received by the Committee shall be controlling; provided, however, that no designation; or change or
revocation thereof, shall be effective unless received by the Committee prior to the Participant’s death, and in no event shall
it be effective as of a date prior to such receipt. If no beneficiary designation is filed by a Participant, the beneficiary shall
be deemed to be his or her spouse or, if the Participant is unmarried at the time of death, his or her estate.

(h) Termination of Employment. Except as otherwise provided in an Award agreement or an employment or
consulting or similar agreement with a Participant, unless determined otherwise by the Committee at any point following
such event: (i) neither a temporary absence from employment or service due to illness, vacation or leave of absence nor a
transfer from employment or service with the Company to employment or service with an Affiliate (or vice-versa) shall
be considered a termination of employment or service of such Participant with the Company or an Affiliate; and (ii) if a
Participant’s employment with the Company and its Affiliates terminates, but such Participant continues to provide services
to the Company and its Affiliates in a non-employee capacity, such change in status shall not-be considered a termination of
employment or service of such Participant with the Company or an Affiliate for purposes of the Plan.

{) - No Rights-as a Stockholder, Except as otherwise specifically provided in the Plan or any Award agreement,
no person shall be entitled to the privileges of ownership in respect of shares of Common Stock which are subject to Awards
hereunder until such shares have been issued or delivered to that person.

'
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W Government ¢ nd Other Regulations. (i) The obligation of the Company to settle Awards in Common Stock
or other consideration shall e subject to all applicable laws, rules, and regulations, and to such approvals by governmental
agencies as may be required, Notwithstanding any terms or conditions of any Award to the contrary, the Company shall be
under no obligation to offer to sell or to sell, and shall be prohibited from offering to sell or selling, any shares of Common
Stock pursuant to an Awar¢ unless such shares have been properly registered for sale pursuant to the Securities Act with
the Securities and Exchang: Commission or unless the Company has received an opinion of counsel, satisfactory to the
Company, that such shares ‘nay be offered or sold without such registration pursuant to an available exemption therefrom
and the terms and conditions of such exemption have been fully complied with. The Company shall be under no obligation
to register for sale under th:: Securities Act any of the shares of Common Stock to be offered or sold under the Plan. The
Committee shall have the anthority to provide that all shares of Common Stock or other securities of the Company or any
Affiliate delivered under thi: Plan shall be subject to such stop transfer orders and other restrictions as the Committee may
deem advisable under the Plan, the applicable Award agreement, the Federal securities laws, or the rules, regulations and
other requirements of the S :curities and Exchange Commission, any securities exchange or inter-dealer quotation system
on which the securities of tle Company are listed or quoted and any other applicable Federal, state, local or non-U.5. laws,
and, without limiting the ginerality of Section 9 .of the Plan, the Committee may cause a legend or legends to be put on
certificates representing shares of Common Stock or other.securities of the Company or any Affiliate delivered under the
Plan to make appropriate reference to such restrictions or may cause such Common Stock-or other securities of the Company
or any Affiliate delivered u1der the Plan in book-entry form to be held subject to the Company’s instructions or subject to
appropriate stop-transfer orders. Notwithstanding any provision in the Plan to the contrary, the Committee reserves the right
to add any additional terms or provisions to any Award granted under the Plan that it in its sole discretion deems necessary
or advisable in order that su:h Award complies wtth the legal requlrements of any governmental entity to whose jurisdiction
the Award is subject. . ‘ ,

(iiy The Co nmittee may cancel an Award or any portion thereof if it determines, 'in its sole discretion,

that legal or contractt al restrictions and/or b]ockage and/or other market considerations would make the Company s
acquisition of shares »f Common Stock from the publi¢ markets, the Company s issuance of Common Stock to the
Participant, the Partic: pant’s acquisition of Common Stock from the Company and/or the Participant’s sale of Common
Stock to the public markets, illegal, impracticable or inadvisable. If the Committee determines to cancel all or any
portion of an Award i1, accordance with the foregoing, the Company shall pay to the Participant an amount equal to the
excess of (A) the aggri:gate Fair Market Value of the shares of Common Stock subject to such Award or portion thereof
canceled (determined as of the applicable exercise date, or the date that the shares would have been vested or delivered,
as applicable), over (I3) the aggregate Exercise Price or Strike Price (in the case of an Option or SAR, respectively)
or any amount payabls as a condition of delivery of shares of Common Stock (in the case of any other Award). Such
amount shall be delivered to the Participant as soon as practicable followmg the cancellation of such Award or portion
thereof.

(k) No Section 8.4 b) Elections Without Consent of Qompany. No election under Section 83(b) of the Code or under
a similar provision of law 1nay be made unless expressly permitted by the terms of the applicable Award agreement or by
action of the Committee in writing prior to the making of such election. If a Participant, in connection with the acquisition of
shares of Common Stock under the Plan or otherwise, is expressly permitted to make such election and the Participant makes
the election, the Participan shall notify the Company of such election within ten days of filing notice of the election with
the Internal Revenue Servive or other governmental authority, in addition to any filing and notification required pursuant to
Section 83(b) of the Code cr other applicable prov1s1on

)] Payments to )’ersons Other Than Participants. Ifthe Commmee shall find that any person to whom any amount
is payable under the Plan is unable to care for his or her affairs because of iliness or accident, or is a minor, or has died, then
any payment due to such p:rson or his or her estate (unless a prior claim therefor has been made by a duly appointed legal
representative) may, if the Committee so directs the Company, be paid to his or her spouse, child, relative, an institution
maintaining or having cus ody of such person, or any other person deemed by the Committee to be a proper recipient on
behalf of such person othe) wise entitled to payment Any such payment shall be a complete dlscharge of the liability of the
Committee and the Company therefor.

{m) Nonexclusivity of the Plan. Neither the adoption of this Plan by the Board nor the submission of this Plan to the
stockholders of the Compa 1y for approval 'shall be construed as creating any limitations on the power of the Board to adopt
such other incentive arran jements as it may deem desirable, including, without-limitation, the granting of stock options
otherwise than under this Ftan, and such arrangements may be either applicable generally or only in specific cases.
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< {n) No_Trust or Fund Created. Neither the Plan nor any Award shall create or be construed to create ‘a trust
or separate fund of any kind or a fiduciary relationship between the Company or any Affiliate,'on the one hand, and a
Participant or other pcrson or entity, on the other hand. No provision of the Plan.or-any Award shall require the Company,
for the purpose of satisfying any obligations under the Plan, to purchase assets or place any assets in a trust or other entity to
which contributions are made or otherwise to segregate any assets, nor shall the Company maintain separate bank accounts,
books, records or other evidence of the existence of a segregated or separately maintained or administered fund for such
purposes. Participants shall have no rights under the Plan other than as unsecured general creditors of the Company, except
that insofar as they may have become entitled 1o payment of additional compensation by performance of services, they shall
have the same rights as other employees under general law.

(o) Reliance on Reports. Each member of the Committee and each member of the Board shall be fully justified in
acting or failing to act, as the case may be, and shall not be liable for having so acted or failed to act in good faith, in reliance
upon any report made by the independent public accountant of the Company and its Affiliates and/or any other information
furnished in connection with the Plan by any agent of the Company or the Committee or the Board, other than himself.

(M Relationship to Other Benefits. No payment under the Plan shall be taken into account in determining any
benefits under any pension, retirement, profit sharing, group insurance or other benefit plan of the Company except as
otherwise specifically provided in such other plan.

Q) Governing Law. The Plan shall be governed by and construed in accordance with the internal laws of the State
of Delaware applicable to contracts made and performed wholly within the State of Detaware, without giving effect to the
conflict of laws provisions thereof.

{r) Severability. If any provision of the Plan or any Award or Award agreement is or becomes or is deemed to
be invalid, illegal, or unenforceable in any jurisdiction or as to any person or entity or Award, or would disqualify the Plan
or any Award under any law deemed applicable by the Committee, such provision shall be construed or deemed amended
to conform to the applicable laws, or if it cannot be construed or deemed amended without, in the determination of the
Committee, materially altering the intent of the Plan or the Award, such provision shall be construed or deemed stricken as
to such jurisdiction, person or entity or Award and the remainder of the Plan and any such Award shall remain in full force
and effect.

{s) Qbligations Binding on Successors. The obligations of the Company under the Plan shall be binding upon any
successor corporation or organization resulting from the merger, consolidation or other reorganization of the Company, or
upaon.any successor corporation or organization succeeding to substantially all of the assets and business of the Company.

(t) 409A of the Code. Notwithstanding any provision of the Plan to the contrary, it is intended that the provisions
of this Plan comply with Section 409A of the Code, and all provisions of this Plan shall be construed and interpreted in a
manner consistent with the requirements for avoiding taxes or penalties under Section 409A of the Code. Each Participant
is solely responsible and liable for the satisfaction of all taxes and penalties that may be imposed on or in respect of such
Participant in connection with this Plan or any other plan maintained by the Company (including any taxes and penalties
under Section 409A of the Code), and neither the Company nor any Affiliate shall have any obligation to indemnify or
otherwise hold such Participant (or any beneficiary) harmless from any or all of such taxes or penalties.

(v) Clawback/Forfeiture. Notwithstanding anything to the contrary contained herein, an Award agreement may
provide that the Committee may in its sole discretion cancel such Award if the Participant, without the consent of the Company,
while employed by or providing services to the Company or any A ffiliate or after termination of such employment or service,
violates a non-competition, non-solicitation or non-disclosure covenant or agreement or otherwise engages in activity that
is in conflict with or adverse to the interest of the Company or any Affiliate, including fraud or conduct contributing to
any financial restatemenis or irregularities, as determined by the Commitiee in its sole discretion. The Committee may
also provide in an Award agreement that if the Participant engages in any activity referred to in the preceding sentence, the
Participant will forfeit any gain realized on the vesting or exercise of such Award, and must repay the gain to the Company.

) Code _Section |62(m) Re-approval. If so determined by the Committee, the provisions of the Plan regarding
Performance Compensation Awards shall be submitted for re-approval by the stockholders of the Company no later than the
first stockholder meeting that occurs in the fifth year following the year in which stockholders previously approved such
provisions, in each case for purposes of exempting certain Awards granted afier such time from the deduction limitations of
Section 162{m) of the Coade. Nothing in this subsection, however, shall affect the validity of Awards granted afier such time
if such stockholder approval has not been obtained.
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(w) Expenses; Ger der; Titles and Headings. The expenses of administering the Plan shall be borne by the Company
and its Affiliates. Masculint pronouns and other words of masculine gender shall refer to both men and women. The titles
and headings of the sections'in the Plan are for convenience of reference only, and in the event of any conflict, the text of the

Plan, rather than such titles nr headings shall control.

As adopted by the Board of Directors of
Automatic Data Processing, Inc. on August 14, 2008.
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Item 1. Business

Automatic Dita Processing, Inc., incorporated in Delaware in 1961 (together with its subsidiaries
“ADP” or the “Company”), is one of the world’s largest providers of business outsourcing solutions.
Leveraging nearly 6C years of experience, ADP offers a wide range of HR, payroll, tax and benefits
administration solutions from a single source. ADP is also a leading provider of integrated computing
solutions to automoti ve, heavy truck, motorcycle, marine and recreational vehicle dealers throughout
the world. For financ al information by segment and by geographic area, see Note 18 of the “Notes to
Consolidated Financial Statements” contained in this Form 10-K. The Company's Annual Reports on
Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and all amendments to
those reports, the Proxy Statement for its Annual Meeting of Stockholders and its Annual Report to
Stockholders are made available, free of charge, on its website at www.adp.cont as soon as reasonably
practicable after suci reports have been filed with or furnished to the Securities and Exchange
Commission. The fol owing summary describes ADP’s activities.

Employer Services

Employer Se 'vices offers a comprehensive range of human resource (HR) information, payroll
processing, tax and benefits administration products and services, including traditional and Web-based
outsourcing solutions, that assist approximately 560,000 employers in the United States, Canada, Europe,
South America (prim arily Brazil), Australia and Asia to staff, manage, pay and retain their employees.
Employer Services m arkets these products and services through its direct marketing salesforce and,
on a limited basis, th -ough indirect sales channels, such as marketing relationships with banks and
accountants, among nthers. In fiscal 2008, 82% of Employer Services’ revenues were.from the United
States, 11% were froin Europe, 5% were from Canada and 2% were from South America (primarily
Brazil), Australia ancl Asia. '

United States

Employer Se:vices’ approach to the market,is to match a client’s needs with the services and
products that will be:it meet expectations. To facilitate this approach, in the United States, Employer
Services is comprise] of the following groups: Small Business Services (SBS) (serving primarily
organizations with fewer than 50 employees); Major Account Services (serving primarily organizations
with between 50 and 999 employees); and National Account Services (serving primarily organizations

~ with 1,000 or more e nployees).

SBS process::s payroll for smaller clients and provides them with market leading solutions,
including a range of :falue'-added services that are specifically designed for small business clients. Major
Account Services and National Account Services offer a full suite of best-of-breed employer services.
solutions for clients ranging from mid-size throqgh many of the world’s largest corporations.

ADP enables its largest clients to interface their major enterprise resource planning (ERP)

- applications with ALP’s outsourced payroll services. For those organizations that choose to process .

payroll in-house, AL P-delivers stand-alone-services such as payroll tax filing, check printing and
distribution, year-em tax statements (i.e., form W-2), wage garnishment services, health and welfare
administration and f exible spending account (FSA) administration.




In order to address the growing business process outsourcing (BPO) market for clients seeking
human resource information systems and benefit outsourcing solutions, ADP offers its integrated. . -
comprehensive outsourcing services (COS) solution that allows larger-clients to outsource HR, payroll, .
payroll administration, employee service center, benefits’administration, and time and labor management
functions to ADP. ADP also offers ADP Resource®, an integrated, flexible HR and payroll service
offering that provides a menu of optional services, such as 401(k), FSA and a comprehensive Pay-by-Pay®
workers’ compensation payment program. :

ADP provides payroll services that include the preparation of client employee paychecks and
electronic direct deposits, along with supporting journals, summaries and management reports. ADP
also supplies the quarterly and annual social security, medicare and federal, state and local income tax
withholding reports required to be filed by employers oL

ADP’s Added Value Services division (formerly the Tax, Retirement, Insurance and Pre-
Employment Services division) includes the’ following businesses: Tax and Financial Services, Retirement
Services, Insurance Services and Pre-Employment Services. These businesses primarily support SBS
Major Account Services and/or National Account Services, and their services are sold through those
businesses, as well as dedicated salesforces and marketmg arrangements w1th alliance partners

. Tax and Financial Services processes ‘and collects federal, state and local payroll taxes’
on behalf of, and from, ADP clients and remits these taxes to the appropriate taxing
authorities. This business is also responSIble for the efficient movement of information
and funds from clients to third parties through service offerings such as new hire
‘reporting, TotalPay® payroll check (ADPCheck“‘) full service direct deposit (FSDD) and
stored value payroll card (Total Pay® Card) products and the collechon and payment of ’
wage garmshments Tax and Financial Servnces also offers wage verification and sales
and use tax services. This business provndes an electronic interface between ADP clients
and over 2,200 federal, state and local tax agencies, from the Internal Revenue Service
to local goveérnments. In fiscal 2008 Tax and Fmancnal Services in the United States
processed and delivered over 52 million year-end tax statements (i.e., form W-2) to its
clients’ employees and over 40.8 million employer payroll tax returns and deposits, and
moved over §1 trillion in client funds to taxing authorities and its cllems emp]oyees via
electronic transfer, direct deposit and ADPCheck. ‘ :

» - Retirement Services provides recordkeeping and/or related administrative services
with respect to various types of retirement (primarily 401(k) and SIMPLE IRA) plans,

[

deferred compensation plans and premlum only cafeterla plans '

e . Insurance Services provides a comprehensive Pay-by-Pay workers’ compensation '’
payment program and, through Automatic Data Processing Insurance Agency, Inc.,
offers workers compensation and group health insurance to small and mid-size clients.

. Pre-Employment Services includes three categories of services: Applicant Management
Services, Screening and Selection Services, and Tax Credit Services. Applicant ~
Management Services provides employers with a web-based solution to manage their talent
throughout their lifecycle. Screening and Selecnon Services provndes background checks,
reference verifications and an HR help desk. Tax Credlt Services provides job tax credit
services that assist employers in the identification of, and filing. for, federal, state and local
tax credits and other incentives based on geography, demographics and other criteria, and
includes negotiation of incentive packages with applicable governmental agencies., . . |
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ADP’s HR sirvices provide solutions from pre-hire to retire, including talent acquisition through
employee HR record ceeping and compliance management. ADP’s Benefit Services business provides
benefits administrati m across all market segments, including management of the.open enrollment of
benefits, COBRA ani FSA administration. ADP’s Time and Labor Managemnient services business -
provides solutions fo - employers to capture, calculate and report employee time and attendance.

International

Employer Se rvices has a growing presence outside of the United States, where it offers solutions
on the basis of both ¢ eographic and specific client business needs. ADP offers in-country “best of *
breed” payroll and hiiman resource outsourcing solutions to smalt and targe’clients alike in overa dozen
countries outside of the United States. In each of Canada and Europe, ADP is the leading provider
of payroll processmg (including full departmental outsourcing) and human resource admlmstranon
services. Within Eur pe, Employer Services has business operations supportmg its in-country solutions
in eight countries: France, Germany, Italy, the Netherlands, Poland, Spain, Swntzerland and the’ Unlted
Kingdom. It also offe:rs services in Ireland (from the United ngdomj and in Portugal (from Spam) In
South America (primarily Brazil), Australla and Asia, ADP provides traditional service bureau payroll
and also offers full dzpartmental outsourcing of payroll services. ADP also offers wage and tax collection
and remittance servies in Canada and the Umted Kingdom. ‘

There is a steadily i 1ncreasmg demand from multinational companies for global payrolt and
human resource mar.agement services. In fiscal 2008 ADP continued to expand its GlobalView®
offering, making it available in 37 countries. GlobalView is built on the SAP® ERP Human Capital
Management and the SAP NetWeaver® platform and offers multinational and global compames an end-
to-end outsourcing s>lution enabling standardized payroll processing and human resource administration.
As of the.end of fiscil 2008 78 clients had contracted for GlobalView services, with approximately
390,000 employees teing processed. Upon completing the implementation for all these clients, ADP
expects to be provid ng GlobalView services to nearly one million employees in 46 different countries.

In fiscal 2007, ADP :stablished a wholly foréign owned enllty in Shanghai, Chma 10 serve the needs of
multlnatlonal compa nies with operations in China.

. + 4
Professional Employer Organization Services

In the Unite States, ADP’s TotalSource® , ADP’s professional employer organization (PEO)
business, provides clients with comprehensive employment administration outsourcing solutions
through a co-employ ment relationship, including-payroll, payroll tax filing, HR guidance, 401(k) plan
administration, bene fits administration, compliance services, health and workers’ compensation coverage
and other supplemer tal benefits for employees. ADP’s TotalSource. is the largest PEO in the United States
based on the numbey of total paid worksite employeés. ADP’s TotalSource has 46 offices located in 19
states and serves approximately 188,000 worksite employees in all 50 states.

. i .
. L . . . . . - '

Dealer Services

Dealer Service; p‘r_ovi‘dés integrated dealer management systéms (such a system is also known in the
industry as'a “DMS”)and other busifiess management solutions to automotive, heavy truck, motorcycle,
marine and récreatic nal vehicle (RV) retailers in North America, Europe, South Africa and the Asia Pacific
region. Over 25,000 automotive, heavy truck, motorcycle, marine and RV retailers in over 60 countries use
ADP’s DMS produc s, other software appllcatlons networkmg SOluthﬂb data mtegr'ltlon consulting and/

or digital marketing services.




Clients use ADP’s DMS products to manage core business activities such as accounting, .
inventory management, factory communications, appointment scheduling, vehicle financing and
insurance, sales and service. In addition to its DMS products, Dealer Services offers its clients a full suite
of additional integrated applications to address each department and functional area of the dealership,
including Customer Relationship Management (CRM) applications, front-end sales and marketing
solutions, and an 1P Telephony phone system fully-integrated into the DMS to help dealerships drive
sales processes and business development initiatives. Dealer Services also provides its dealership clients
computer hardware, hardware maintenance services, software support, system design and network
consultmg serwces '

Dealer Services also designs, establishes and maintains communications networks for its
dealership clients that allow interactive communications among multiple site locations as well as links
between franchised dealers and their vehicle manufacturer franchisors. These networks are used for
activities such as new vehicle drdering and status inquiry, warranty submission and validation, parts and
vehicle locating, dealership customer credit application submission and decision-making, vehicle repair
estimation and acquisition of vehicle registration and lien holder information. :

All of Dealer Services’ solutions are supported by comprehensive training offerings and
business process consulting services. ADP’s DMS and other software products are available as “on-
site” applications installed at the dealership or as application service provider (ASP) managed services
solutions (in which clients outsource their information technology management activities to Dealer
Services).

Markets and Marketing Methods

- Employer Services offers services in the United States; Canada, Europe, South America
(primarily Brazil}, Australia and Asia. Dealer Services has offerings in North America, Europe South
Africa and the Asia Pacific region. PEO Services are offered in the United States.

None of ADP’s major business groups have a single homogenous client base or market. Employer
Services and PEO Services have clients from a large variety of industries and markets. Within this client
base are concentrations of clients in specific industries. Dealer Services primarily serves automobile:
dealers, which in turn may be dependent on a relatively small number of automobile manufacturers, but .
also serves heavy truck and powersports (i.e., motorcycle, marine and recreational) dealers, auto repair
shops, used car lots, state departments of motor vehicles and manufacturers of automobiles and trucks.
Employer Services also sells to automobile dealers. While concentrations of clients eXISt no one cllent or
industry group is material to ADP’s overall revenues.

ADP’s businesses are not overly sensitive to price changes, although economic conditions among
selected clients and groups of clients may and do have a temporary impact on demand for ADP’s services.
in fiscal 2008, Employer Services continued to grow, primarily due to new business started in the period,
an increase in the number of employees on our clients’ payrolls, the impact of price increases and an
increase in average client funds balances; Dealer Services grew due to both internal revenue growth and
growth from acquisttions; and PEO Services grew primarily due to an increase in the average number of
worksite employees and higher administrative revenues as a result of an increase in the average number
of worksite employees.
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ADP enjoys a leadership position in each of its major service offerings and does not believe any major
service or business unit in ADP is subject to unique market risk.
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Competition

The industries in which ADP operates are highly competitive. ADP knows of no reliable statistics
by which it can deterinine the number of its competitors, but it believes that it is one of the largest
providers of business outsourcing solutions in the world. Employer Services and PEO Services compete .
with other independe it business outsourcing companies, companies providing enterprise resource
planning services, so tware companies and financial institutions. Captive in-house functions, whereby a
company installs and operates its own business processing systems, are another competitive factor in the
industries in which E nployer Services and PEO Services operate. Dealer Services’ competitors include
full service DMS providers such as The Reynolds & Reynolds Company, Dealer Services’ largest DMS
competitor in the United States and Canada, and companies providing applications and services that
compete with Dealer Services’ non-DMS applications and services.

Competition in ADP’s industries is,primarily based on service responsiveness, product quality
and price. ADP beliees that it is very competitive in each of these areas and that there are no material
negative factors impacting ADP’s competitive position.

Clients and Client { ontracts

ADP provides its services to over 585,000 cllents In fiscal 2008, no single client or group of
affiliated clients acccunted for revenues in excess of 2% of annual consolidated revenues. -

Our business is typically characterized by long-term customer relationships that result in
recurting revenue. A JP is continuously in the process of performing implementation services for our
clients. Depending on the service agreement and/or the size of the client, the installation or conversion
period for new client: could vary from a short period of time (up to two weeks) for an SBS client to a
longer period (gener: lly six to twelve months) for a National Account Services or Dealer Services client
with multiple deliver.bles, and in some cases may. exceed two years for a large GlobalView client or other
large, complicated iniplementation. Although we monitor sales that have not yet been billed or installed,
we do not view this rietric as material in light of the recurring nature of our business. This is not a
reported number, but it is used by management as a planning tool relating to resources nceded to install -
services, and a mean of assessing our performance against the installation timing.expectations of our
clients.., . P .o '

ADP’s avera e client retention is estimated at more than 10-years in Employer Services, more
than 5 years in PEO iservices and 10 or more years in Dealer Services, and has not varied sngmﬁcantly
from period to periokl.

ADP’s servic es are provided under written price quotations or service agreements having varying
terms and conditions. No one price quotation or service agreement is material to ADP. Discounts, rebates
and promotions offered by. ADP to clients are not material.

o

Systems Developmeat and Programming

During the f scal years ended June 30, 2008, 2007 and 2006; ADP invested $611 million,
£609 million and $5¢1 million, respectively, from continuing operations, in systems development and
programming, migration to new computing technologies and the development of new products and
maintenance:of our e xisting technologies, including purchases of new software and software licenses.



Product Development - B e o '

ADP continaally upgrades, enhances and expands its existing products.and services. Generally,
no new product or service has a significant effect on ADP’s revenues or negatively impacts its existing . -
products and services, and ADP’s products and services have significant remaining life cycles.

Licenses

ADP is the licensee under a number of dgreements for computer programs and databases. ADP’s
business is not'dependent upon a single license or group of licenses. Third-party licenses, patents
trademarks and franchises are not'material to-ADP’s business as a whole. o v

Number of Employees -+ " * : I

ADP employed appr0x1mately 47,000 persons as of June 30, 2008.

[

Item 1A. Ri'sk Factors

Our businesses routinely ericounter and address risks, some of which may cause our future
results to be different than we currently anticipate. Risk factors described below represent our current
view of some of the most.important risks facing our businesses and are important to understanding our "
business. The following information should be read in conjunction with Management's Discussion and
Analysis of Financial Condition and Results of Operations, Quantitative and Qualitative Disclosures
About Market Risk and the consolidated financial statements and related notes included in this Form
10-K. This discussion includes a number of forward-looking statements. You should refer to the
description of the qualifications and limitations on forward-looking statements in the first paragraph
under Management’s Discussion and Analysis of Financial Condition and Results of Operations included
in this Form 10-K. Unless otherwise indicated or the context otherwise requires; reference in this
section to “we,” “ours,” “‘us” or similar terms means ADP, together with its subsidiaries. The level of
importance of-each of the following risks may vary from time to time. .

Changes in laws and regulatlons may decrease our revenues and earmngs

+

" Portions of ADP’s business are subject to governmental regulatlons Changes in governmental
regulations may decrease our revenues and earnings and may require us to change the manner in which
we conduct some of the aspects of our business. For example, a change in regulations either decreasing
the amount of taxes to be withheld or allowing less time to remit taxes to government authorities would
adversely impact interest income from investing funds that we collect from clients but have not yet.
remitted to the applicable taxmg authorities or client employees thus reducmg our revenues and income
from this source. . :

Seeurlty and privacy hreaches may hurt our busmess

We store electromcally personal mformatlon about our clients and employees of our cllents In
addition, our retirement services systems maintain investor account information for retirement plans.
There is no guarantee that the systems and procedures that we maintain to protect against unauthorized
access to such information are adequate to protect against all security breaches. Any significant violations
of data privacy could result in the loss of business, litigation and regulatory investigations and penalties
that could damage our reputation and the growth of our business could be materially adversely affected.
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Our systems may b: snbject to disruptions that could adversely affect our business and reputation

Many of our businesses are highly dependent on our ability to process, on a daily basis, a large
number of complicat :d transactions. We rely heavily on our payroll, financial, accounting and other
data processing systc ms. If any of these systems fail to operate properly or become disabled even for a
brief period of time, we could suffer financiat loss, a disruption of our businesses, liability to clients,
regulatory interventi on or damage to our reputation. We have disaster recovery plans in place to
protect our business¢ s against natural disasters, security breaches, military or terrorist actions, power
or communication failures or similar events. Despite our preparations, in the event of a catastrophic
occurrence, our disaster recovery plans may not be successful in preventing the loss of customer data,
service interruptions, disruptions to our operations, or damage to our important facilities.

If we fail to adapt our technology to meet customer needs and preferences, the demand for our
services may dimin sh

Our businest es operate in industries that are subject to rapid technological advances and
changing customer nzeds and preferences. In order to remain competitive and responsive to customer
demands, we contim ally upgrade, enhance and expand our existing products and services. If we fail to
respond successfully to the technology challenges, the demand for our services may diminish.

Political and econoinic factors may adversely affect our business and financial results

Trade, mone ary and fiscal policies, and political and economic conditions may substantially
change. When there s a slowdown in the economy, employment levels and interest rates may decrease
with a corresponding impact on our businesses. Customers may react to worsening conditions by
reducing their spend ng on payroll and other outsourcing services or renegotiating their contracts with us.
If any of these circuristances remain in effect for an extended period of time, there could be a material
adverse effect on ow financial resuits.

Change in our cred t ratings could adversely impact our operations and lower our profitability

The major ciedit rating agencies periodically evaluate our creditworthiness and have consistently
given us their highest long-term debt and commercial paper ratings. Failure to maintain high credit
ratings on long-term and short-term debt could increase our cost of borrowing, reduce our ability to
obtain intra-day bortowing required by our Employer Services business, and ultimately reduce our client
interest revenue.

We may be unable 1o attract and retain qualified personnel

Our ability t) grow and provide our customers with competitive services is partially dependent
on our ability to attr:.ct and retain highly motivated people with the skills to serve our customers.
Competition for skilled employees in the outsourcing and other markets in which we operate is intense
and if we are unable lo attract and retain highly skilled and motivated personnel, expected results from
our operations may suffer..

Item 1B. Unresolved Staff Comments

None




Item 2. Properties

ADP owns 45 of its processing centers, other operational offices, sales offices and its corporate
headquarters complex in Roseland New Jersey, which aggregate approxnmalely 4,110,251 square . feet
None of ADP’s owned facilities is subject to any material encumbrances. ADP leases space for some of
its processing centers, other operational offices and sales offices. All of these leases, which aggregate

approximately 6,063,665 square feet in North America, Europe, South America (prifnarily Brazil), Asia,”’

Australia and South Africa, expire at various times up to the year 2036. ADP belleves its faellltles are
currently adequate for their 1ntended purposes and are adequately mamtamed

[] - PR}
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Item 3. Legal Proceedings . L e LA

" In the normal course of busiriess, the Company is subjéct to various claims and litigation, While.’

the outcome of any litigation is inherently unpredictable, the Company believes it has valid defenses with
respect to the legal matters pending against it and the Company believes that the ultimate resolution of
these matters will not have a material adverse lmpact on'its F nancial condmon results of operations or
cash flows.

Item 4. Submission of Matters to a Vote of Security Holders

None
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Part I1

Item 5. Market for the Registrant’s Common Equlty, Related Stockholder Matters and lssuer
Purchases of EQI.Ilt) Securltles

Market for the Registrant’s Common Equity

The principa. market for the Company’s common stock (symbol: ADP) is the New York Stock
Exchange. The follovsing table sets forth the reported high and low sales prices of the Company’s
common stock based on the NYSE composite transactions, and the cash dividends per share of common
stock declared, during the past two fiscal years. As of June 30, 2008, there were 41,011 holders of record
of the Company $ colnmon stock As of such date 274 146 additional holders held their common stock in

“street name.”

Price Per Share Dividends
High =~ Low  Per Share

Fiscal 2008 quarter ended:

June 30 $45.23  $41.25 . $0.290
March 31 $44.66 §37.74 $0.290
December 31 $49.81 $44.25 $0.290
September 30 $49.38  $43.91 $0.230

Fiscal 2007 quarter ended:

June 30 $50.30 $43.89 $0.230
March 31 $51.50 $46.85 £0.230
December 31 $4994 $46.26 $0.230
September 30 $48.30 $42.50 $0.185

On March 3(,, 2007, ADP completed the spin-off of its former Brokerage Services Group
business. In the table above, market prices include the value of the Brokerage Services Group business
through the date of tlie spin-off.

10




Issuer Purchases of Equity Securities

(a) (b) () (d)
Total Number
of Shares Maximum
Purchased as Part | Number of Shares
of the Publicly that may yet be
Announced Purchased under
Common Stock the Common
. Total Number of . Average Price Repurchase Plan | Stock Repurchase
Period Shares Purchased (1} | Paid per Share (2) 3) Plan (3)
April 1, 2008 to _
April 30, 2008 501,500 $43.55 500,000 19,930,740
May 1, 2008 to
May 31, 2008 3,956,501 $43.17 3,956,000 15,974,740 .
June 1, 2008 to )
June 30, 2008 5,130,800 $42.75 5,130,800 10,843,940
Total 9,588,801 9,586,800

(1) Pursuant to the terms of the Company’s restricted stock program, the Company made purchases of
1,500 shares during April 2008 and 501 shares during May 2008 at a price of $.10 per share under the
terms of such program to repurchase stock granted to employees who have left the Company.

(2) The average price per share does not include the repurchases described in the preceding footnote.

(3) « In March 2001, the Company received the,Board of Directors’ approval to repurchase up to 50
million shares of the Company’s common stock. In November 2002, November 2005 and August 2006,

the Company received the Board of Directors’ approval to repurchase an additional 35 million, 50 million
and 50 million shares, respectively, of the Company’s common stock. There is no expiration date for the

common stock repurchase plan.

11
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Performance Graph

The following graph compares the cumulative return on the Company’s common stock® for
the most recent five y¢ ars with the cumulative return on the S&P 500 Index, a Peer Group Index™™ and
an Old Peer Group Incex®, assuming an initial investment of $100 on June 30, 2003, with all dividends
reinvested.
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(@ On March 30, 20 )7, the Company completed the spin-off of its former Brokerage Services Group
business, comprised 0" Brokerage Services and Securities Clearing and Qutsourcing Services, into an.
independent publicly t-aded company called Broadridge Financial Solutions, Inc. The cumulatlve returns
of the Company’s common stock have been adjusted to reflect the spin-off. '

(b) The Peer Group Index is comprised of the following companies:

Administaff, Inc. Intuit Inc.

Computer Scitnces Corporation Paychex, Inc.

Gevity HR, Inc. The Ultimate Software Group, Inc.
Global Payme s Inc. Total System Services, Inc.

Hewitt Associates, Inc. The Western Union Company

{c) The Old Peer Group Index is comprised of the following companies:;

Ceridian Corporation First Data Corporation
Computer Sciunces Corporation Paychex, Inc.
Electronic Data Systems Corporation Total System Services, Inc.

The componeiits of the Peer Group Index were changed because the common stock of three of the
companies in the Old i’eer Group Index is no longer publicly traded.




Item 6. Selected Financial Data

The following selected financial data is derived from our consolidated financial statements and
should be read in conjunction with the consolidated financial statements and related notes, Management s
Discussion and Analysis of Financial Condition and Results of Operations, and Quantitative and -
Qualitative Disclosures About Market Risk included in this Form 10-K.

(Dollars and shares in m1I110ns except per share amoums)

Years ended June 30, 2008 2007 2006 2005 2004
. 1 - ] v . 7 1 O

Total revenues . ' $ 87765 § 78000 § 683560 $ 61313 $ 55757
Total-costs of fevenués : w ! . $ 4,680.1 § 40873 $ 3.603.7° $ 3,1653 $-2,794.7
Gross profit . $ 4094 § 37127 832319 $29660 $ 27810
Earnings from centinuing operations before income taxes  $ 1,812.0  § 1,623.5 $1361.2 $.12378 % LILI78
Net earnings from continuing operations $ 1,617 $1,021.2 $ 8419 $ 7806 § 7024
Basic eafnings per.sha;'e from c:)ntiﬁuing operz;tions § 223 % 1.86 3 146 $ 134 $ 1.19

Diluted earningsp'er share from centinuing operations $ 2200 S 183 8 145 $ 132 § LI8

Basic weighted average shares outstanding ' 521.5 549.7 574.8 " 583.2 591.7
Diluted weighted average shares outstanding 527.2 5579 5803 S 5900 - 5987
Cash dividends declared per share % L1000 § 08750 $ 07100 § 0.6050 © § 0.5400
Adjusted return on equity (Note 1) 27.5% 23.7% 17.4% 15.5% 13.8%
Return on equity from continuing operations (Note 2) 22.7% 18.3% |, 14.3% 13.9% - 13.0%
Atyear end: :

Cash, cash equivalents and marketable securities $1,6603 $ 18846 § 2,46‘1.3 $ 1,71'6]3 $ 1,918.2
Total assets ' , $23,7344  $26,6489  $27.490.)  $27.6154  $21,120.6
Long-termdebt ' C $ 521 $ 435 $§ 743 0§ 757 8 762

Stockholders’ equity $ 50872 $ 51479 $ 60116 §$ 57839 § 54177

!

Note 1. U.S. GAAP requires net earnings of discontinued operations to be displayed separately in the.
Statements of Consolidated Earnings, and therefore we believe it is appropriate to disclose adjusted return
on equity, excluding the effects of discontinued operations. Adjusted return on equity represents a non-
GAAP measure used by management to evaluate the results of the business. The numerator of net earnings
that is used in our calculation of adjusted return on equity excludes net earnings from.discontinued
operations. The denominator of adjusted return on equity excludes the average cumulative net earnings
from discontinued operations for each of the five years since fiscal 2004 for which such returns are .
presented, as well as the equity impact of the spin-off of the Brokerage Services, Group business, which
was classified as a discontinued operation. As a result, adjusted return on equity, excluding the effects

of discontinued operations has been calculated as net earnings from continuing operations divided by
average stockholders’ equity, excluding the effects of discontinued operations as noted below.” - ,

(In millions) .

Years ended June 30, ' i , 2008 2007, 2006 2005 . 2004
Average total stockholders’ equlty $5.117.5 $5,5798 $5897.7 $56007 § 5,394.6
Less:

Cumulative effect of discontinued operations 894.7 1,266.3 1,069.1 575.6 321.6

Average total equity, excluding effects of discontinued operations  $4.222.8 $4313.5 $4.8286 §$5.0251 $5.073.0

Note 2. Return on equity from continuing operations has been calculated as net earmngs from continuing
operations divided by average total stockholders’ equity.

3
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

FORWARD-LOOKING STATEMENTS

This report and other written or oral statements made from time to time by’ ADP may contain
“forward-looking :tatements” within the meaning of the Private Securities Litigation Reform Act of
1995. Statements t1at are not historical in nature, and which may be identified by the use of words like
“expects,” “assumes,” “projects,” “anticipates,” “estimates,” “we believe,” “could be” and other words
of similar meaning, are forward-looking statements. These statements are based on management’s
expectations and assumptions and are subject to risks and uncertainties that may cause actual results to
differ materially fiom those expressed. Factors that could cause actual results to differ materially from
those contemplated by the forward-looking statements include: ADP’s success in obtaining, retaining
and selling additional services to clients; the pricing of services and products; changes in laws regulating
payroll taxes, profi:ssional employer organizations and employee benefits; overall market and economic
conditions, including interest rate and foreign currency trends; competitive conditions; auto sales and
related industry changes; employment and wage levels; changes in technology; availability of skilled
technical associates and the impact of new acquisitions and divestitures. ADP disclaims any obligation
to update any forward-looking statements, whether as a result of new information, future events or
otherwise. These risks and uncertainties, along with the risk factors discussed above under “ltem 1A
Risk Factors,” should be considered in evaluating any forward-looking statements contained herein.

DESCRIPTION )F THE COMPANY AND BUSINESS SEGMENTS

ADP is on: of the world’s largest providers of business outsourcing solutions. Leveraging nearly
60 years of experi¢ nce, ADP offers a wide range of human resource (“HR™), payroll, tax and benefits
administration solitions from a single source. ADP is also a teading provider of integrated computmg
solutions to autom itive, heavy truck, motoreycle, marine and recreational vehicle dealers throughout the
world. The Company’s reportable segments are: Employer Services, PEO Services and Dealer Services.
A brief description of each segment’s operations is provided below.

Employer Services

]

Employer Services offers a comprehensive range of HR information, payroll processing, tax and
benefits administr.ition services and produéts, including traditional and Web-based outsourcing solutions,
that assist approxiinately 560,000 employers in the United States, Canada, Europe, South America
(primarily Brazil), Australia and Asia to staff, manage, pay and retain their employees. Employer
Services catégoriz s its services between traditional payroll and payroll tax, and *“beyond payroll.”

The traditional payroll and payroll tax business represents the Company’s core payroll processing and
payroll tax filing tusiness. The “beyond payroll” business represents the services that extend beyond the
traditional payroll and payroll tax filing services, such as Time and Labor Management and benefit and
retirement admini: tration. Within Employer Services, the Company collects client funds and remits such
funds to tax authorities for payroll tax filing and payment services, and to employees of payroll services
clients.




PEO Services : S Lo ’
f ' ! t i e L * L . ' i
PEO Services provides over 5,100 small and medium sized businesses with comprehensive
employment administration outsourcing solutions through a co-employment relationship, including -
payroll, payroll tax filing, HR guidance, 401(k) ptan administration, benefits administration, compliance
services, health and workers’ compensation coverage and other supplemental benefits for employees.

.

Dealer Services *
. / .

Dealer Services provides integrated dealer management systems (Such a system is al$o known
in the mdustry as a “DMS”) and other business management solutions to automotive, heavy truck,
motorcycle, marine and récreational vehicle (“RV™) retailers in North America, Europe -South Africa
and the Asia Pacific region. Over 25,000 automotive, heavy truck, motorcycle, marine and RV retailers
in over 60 countriés use our DMS products, other software apphcatlons networkmg solutions, data
1ntegrat10n consultmg and/or dlgltal marketmg serv1ces f

b

EXECUTIVE OVERVIEW

We reported strong results in each of our business segments during the fiscal year ended June
30, 2008 (“fiscal 20087). Consolidated revenues from continuing operations in fiscal 2008 grew 13%, to
$8,776.5 million, as compared to $7,800.0 million i in the fiscal year ended June 30, 2007 (“fiscal 20077).
Earnings from continuing operatlons before income taxes and net earnings from continuing operanons
increased 12% and 14%, respectwely Dlluted earnings per share from continuing operations increased
20%, to $2.20 in fiscal 2008, from $1.83 per share in fiscal 2007, on fewer weighted average diluted
shares outstanding.

Employer Services’ revenues increased 9% and PEO Services revenues increased 20% in fiscal
2008. Employer Services’ and PEQ Services’ new business sales, which represent annualized recurrmg
revenues anticipated from sales orders to new and existing-clients, grew 8% worldwide, to approximately
$1,142.8 million in fiscal 2008. In fiscal 2008, we grew average client funds balances 6.6% as a result of _
new business and growth in our existing client base. The number of employees on our clients’ payrolls,
“pays per control,” increased 1.3% in fiscal 2008. This employment metric represents over 141,000
payrolls of small to large businesses and reflects a broad range of U.S. geographic regions. Client
retention improved 0.2 percentage points worldwide over last year’s record level. PEO Services’ revenues
grew 20% in fiscal 2008 due to an 18% increase in the average number of worksite employees. Dealer
Services’ revenues grew 9% in fiscal 2008 due to internal revenue growth and the effect of acqulsmons

In light of the challenging economic environment durmg fiscal 2008, we are especially pleased

with the performance of our investment portfolio and the investment choices we made throughout the = 't

year. Qur investment portfolio does not contain any asset-backed securities with underlying collateral

of sub-prime mortgages or home equity loans, collateralized debt obligations (CDOs), collateralized

loan obligations (CLOs), credit default swaps, asset-backed commercial paper, auction rate securities,
structured investment vehicles or non-investment-grade securities. We mitigate credit risk by investing
in only investment-grade bonds. We own senior tranches of AAA fixed rate credit card, auto loan and
other asset-backed securities, whose trusts predominately contain prime collateral. All collateral on
asset-backed securities is performing as expected. ADP owns senior debt directly issued by the Federal
National Mortgage Association (“Fannie Mae”) and the Federal Home Loan Mortgage Corporation
(“Freddie Mac™). We do not own subordinated debt, preferred stock or common stock of either of these
agencies. ADP also owns mortgage pass-through securities that are guaranteed by Fannie Mae or Freddie

‘)
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Mac. Our client fund:i investment strategy is structured to allow us to average our way through an
interest rate cycle by addering investments out to five years (in the case of the extended portfolio) and
out to ten years (in thz case of the long portfolio). This investment strategy is supported by our short-term
financing arrangemellts necessary to satisfy short-term fundmg requirements relatmg to client funds -
obligations’: :

Our product sict and global breadth, depth and reach in the marketplace have never been stronger.
During fiscal 2008 and fiscal 2007, the Company took efforts to divest certain non-strategic, slow-
growing businesses. This allowed us to set our focus on our businesses that have strong underlying
growth attributes anc that operate in large, under-penetrated markets. We completed the tax-free spin-off
of our former Brokerage Services Group business on March 30, 2007 into an independent publicly traded
company called Broadridge Financial Solutions, Inc. We made the decision to spin-off this business for
several reasons. First, we determined that the growth potential of the Brokerage Services Group business,
while part of ADP, was expected to be lower than that of our other businesses. Further, the Brokerage
Services Group business had operating models and long-term growth plans that were different than those
of our other business :s. The spin-off allowed more concentrated focus by each management team on its
own respective core husiness, which is expected to be more beneficial to each company’s stockho]ders
clients and associates.

In addition, «uring fiscal 2007, we divested Sandy Corporatlon which was previously reported i in
our Dealer Services !egment. Durlng fiscal 2008, we finalized thé sale of our Travel Clearing busmess
which was previously reported in our Other segment. We divested Sandy Corporation and Travel
Clearing because they were non-strategic businesses that did not complement our other businesses.
Moreover, the growth potentlal of these businesses was also believed to be slower than that of our other
businesses.

These transactions, along with our cash flows from operating activities, have allowed us to
continue to focus on the objective of returning excess cash to our stockholders through our share buyback
program and our casa dividends to stockholders. Subsequent to the completion of these transactions, the
new ADPisa more1ocused company, which we believe has excellent growth potent1a1 for revenue and
pretax earmngs

‘Our financiz | condition and balance sheet remain solid with cash and marketable securities of
$1,660.3 million at'J e 30, 2008. Our net cash flows provided by operating activities were $1,772.2
million'in fiscal 2003, as compared to $1,298.0 million in fiscal 2007. This increase exceeded our
expectations due to lhe tlmmg of certain collectlons of accounts receivable and the tlrmng of payments of
certain accruals. ‘ '

RECLASSIFICATONS WITHIN CONSOLIDATED BALANCE SH EETS AND STATEMENTS
OF CONSOLIDATED CASH FLOWS

Thc Compa} 1y has reclassified funds held for clients and cllent funds obligations that had been
previously presentec outside of current assets and current liabilities, respectively, within the Consolidated
Balance Sheets, to carrent assets and current liabilities, respectively, for all periods presented.
Additionally, the Company has reclassified the net increase (decrease) in client funds obligations in the
Statements of Consc lidated Cash Flows from mvestmg activities to financing activities for all periods
presented. .
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RESULTS OF OPERATIONS
ANALYSIS OF CONSOLIDATED OPERATIONS

Fiscal 2008 Compared to Fiscal 2007
(Dollars in millions, except per share amounts)

Years ended June 30, - - ‘Change

2008 2007 2008 vs 2007

Total revenues - * - N 887765  $7.800.0 13%
Costs of revenues: ’ .

Operating expenses L 3.915.7 3,392.3 15%

Systems development and programmmg costs' - 5259 486.1 8%

Depreciation and amomzanon 238.5 - 208.9 14%
Total cost of revenues ) 4 680.1 l'4,087‘.3 15%
Selling, genefgl and administrative expenses ' 2,3‘70.4 2,206.2 _ %
Interest experise ' . 80.5 _ 94.9 (15)%
Total expenses ‘ , . 7,1310 6,388.4 C12%
Other iﬁc_orhe, net - o 166.5 9 D% |
Earnings from continuing operations before income taxes  $1,812.0 $1,623.5 12% |
Mal_'gin o ) . 21% 21%
Provision for income taxes |, . | ' o § 6503 $ 6023 . 8%
Effective tax rate . . _ 35.9% 37.1%
Net earﬁings.from cpntinuihg opérations ) . S1,061.7 $1,021.2 - 14%
Diluted eérnings per share from continuing operations $ 220 5 1.83 20%

1

Total Revenues

Cur consolldated revenues in fi scal 2008 grew 13%, to $8, 776 5 million, due to increases in
Employer Services of 9%, or $535.4 million, to $6,243.1 million, PEO Services of 20%, or $175.7 million,
to $1,060.5 million, and Dealer Services of 9%, or $107.0 million, to $1,364.3 million. Our consolidated
internal revenue growth, which represents revenue growth excluding the impact of acquisitions and
divestitures, was 11% in fiscal 2008. Revenue growth was favorably impacted by $167.8 million, or 2%,
due to fluctuations in foreign currency exchange rates.

( 1oday jenuuy 800q

Our consolidated revenues in fiscal 2008 include interest on funds held for clients of $684. 5 '
millton as compared to $653.6 million in fiscal 2007. The i mcrease in the consolidated interest earned
on funds held for clients resulted from the increase of 6.6% in our average client funds balances to $15.7
billion, offset by the decrease in the average interest rate earned to 4.4% in fiscal 2008 as compared to

4.5% in fiscal 2007.
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Total Expenses

Our consolilated expenses increased $742.6 million, to $7,131.0 million in fiscal 2008, from
$6,388.4 miltion in tiscal 2007. The increase in our consolidated expenses is due to the i Increase in our
revenues, higher pass-through costs associated with our PEQ business, an increase in our salesforce and
implementation personnel, and higher expenses associated with Employer Services’ new business sales
and implementation. In addition, consolidated expenses increased $142.1 million, or 2%, in fiscal 2008
due to fluctuations i1 foreign currency exchange rates.

Our total co.its of revenues increased $592.8 million, to $4,680,1 million in fiscal 2008, from
$4,087.3 million in fiscal 2007, due to increases in our operating expenses. Operating expenses increased
$523.4 million, or 15%, in fiscal 2008 due to the increase in revenues described above, including the
increases in PEO services, which has pass-through costs that are re-billable. The pass-through costs
were $763.0 million and $640.7 million in fiscal 2008 and 2007, respectively. The increase in operating
expenses is also due to an increase of approximately $131.7 million relating to compensatlon expenses
associated with impl:mentation and service personnel in Employer Services. Operatmg expenses also
increased approximately $28.0 million due to the operating costs of our newly acquired businesses
and approximately $73.6 million due to foreign currency fluctuations. Systems development and
programming costs i 1creased $39.8 million, or 8%, in fiscal 2008 compared to fiscal 2007 due to an
increase in expenses of $5.1 million for our newly acquired businesses. Systems development and
programming expen‘es also increased approximately $15.0 million due to foreign currency fluctuations.
In addition, depreciation  and amortization expenses increased $29.6 million, or 14%, in fiscal 2008 .
compared to fiscal 2( 07 due to increased amortization expenses of $10.2 million resulting from the
intangible assets acqu.ired with new businesses and the purchases of software and software licenses in
fiscal 2008.

Selling, gene:al and administrative expenses increased $164.2 million, or 7%, in fiscal 2008 as
compared to fiscal 2007, which was attributable to the increase in salesforce personnel to support our
new domestic business sales in Employer Services. This increase in salesforce personnel resulted in
an increase of approx mately $32.0 million of expenses. Selling, general and administrative expenses
also increased approximately $34.5 million due to the selling, general and administrative costs of our
newly acquired busin:sses and approximately $48.8 million due to foreign currency fluctuations. These
increases were partially offset by a decrease in stock-based compensation expense of $8.0 million.

Interest exper se decreased $14.4 million in fiscal 2008 as a result of lower average borrowings
and lower average intcrest rates on our short-term commercial paper program. In fiscal 2008 and 2007,
the Company’s average borrowings under the commercial paper program were $1.4 billion and $1.5
billion, respectively, a. weighted average interest rates of 4.2% and 5.3%, respectively.

Other Income, net S

Other income; net, decreased $45.4 million in fiscal 2008 as compared to fiscal 2007. The
Company recorded a gain on the sale of a building in fiscal 2008 of $16.0-million and a gain on the sale of
a minority investment during fiscal 2007 of $38.6 million. Other income, net, also decreased $9.6 million
due to net realized los¢es on available-for-sale securities of $1.3 million'in fiscal 2008 s compared to
net realized gains on available-for-sale securities of $8.3 million in fiscal 2007, Lastly, interest income
on corporate funds dec reased $15.5 million ds a result of lower average daily balances and lower interest
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rates. Average daily balances declined from $3.6 billion in fiscal 2007 to $3.4 billion in fiscal 2008 due to
the use of corporate funds for repurchases of common stock during fiscal 2008. The average interest rate
earned on our corporate funds decreased from 4.6% in fiscal 2007 to 4.4% in fiscal 2008.

Earnings from Continuing Operations before Income Taxes

Earnings from continuing operations before income taxes increased $188.5 million, or 12%,
from $1,623.5 million in fiscal 2007 to $1,812.0 million in fiscal 2008 due to the increase in revenues
and corresponding expenses discussed above. Overall margin of 21% in fiscal 2008 was unchanged from
fiscat 2007.

Provision for Income Taxes

1
1
1

The effective tax rate in fiscal 2008 was 35.9%, as compared to 37.1% in fiscal 2007. The
decrease in the effective tax rate is due to a favorable mix in income ;among state tax jurisdictions, as well
as tax rate decreases in certain foreign tax jurisdictions. Additionally, during fiscal 7008 we recorded a B
reduction in the provision for income taxes of $12.4 million, which was related to the settlement of a state
tax matter. This decreased the effective tax rate by approximately 0.7 percentage points in fiscal 2008.
These decreases were partially offset by an increase in the provision for income taxes relating to the
recording of the interest liability associated with unrecognized tax benefits as required under Financial
Accounting Standards Board (“FASB”) Interpretation No. 48 (“FIN 48”). This increased the effectlve tax
rate by approximately 0.6 percentage pomts in fiscal 2008.

Net Earnings from Continuing Operations and Diluted Earnings per Share from Continuing Operations

Net earnings from continuing operations increased 14%, to $1,161.7 million, for fiscal 2008, from
$1,021.2 million in fiscal 2007, and the related diluted earnings per share from continuing operations
increased 20%, to $2.20, in fiscal 2008. The increase in net earnings from continuing operations in
fiscal 2008 reflects the increase in earnings from continuing operations before income taxes and a lower
effective tax rate. These increases were offset by the decline in other income, net, of $45.4 million in
fiscal 2008. This decrease was a result of lower transactional gains reported in fiscal 2008 of $22.6
million, lower net realized gains/losses on available-for-sale securities of $9.6 million and lower intérest
income on corporate funds of $15.5 million. The decrease in transactional gains in fiscal 2008 of $22.6
miilion was a result of a gam on the sale of a building 0f$l6 0 million during fiscal 2008 and a gain on
the sale of a mmorlty investment of $38.6 million during fiscal 2007. The decrease in interest income
on corporate funds was a result of lower average daily balances and lower interest rates. Average dally
balances declined from $3.6 billion in fiscal 2007 to $3. 4'billion in fiscal 2008 due to the use of corporate
funds for repurchases of common stock during fiscal 2008. The average interest rate earned on our '
corporate funds decreased from 4.6% in fiscal 2007 to 4.4% in fiscal 2008.

The mcrease in diluted earnings per share from continuing operations in fiscal 2008 reflects the
increase in net earnings from continuing operations and the impact of fewer weighted average dlluted )
shares outstanding due to the repurchase of 32.9 mr]hon sharés in ﬁscal 2008 and 40.2 mllllon shares in
fiscal 2007.
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Fiscal 2007 Compa -ed to Fiscal 2006

(Dollars in millions, except per share amounts)

Years ended June 30, Change
2007 2006 2007 vs 2006
Total revenues $ 7,800.0 £6,835.6 14%
Costs of revenues: .
Operating expenses 3,392.3 2,970.5 14%
Systems developinent and programming costs 486.1 4723 3%
Depreciation and amortization 208.9 1609 30%
Total cost of revenues - 40873 3,603.7 - 13%
Selling, general and administrative expenses 2,206.2 1,933.7 14%
Interest expense 94.9 72.8 ' 30%
Total expenses 6,388.4 5,610.2 14%
Other income, net 211.9 135.8 _ 56%
Earnings from continuing oberations before income taxes $ 1,6%3:5 513612 19% '
Margin ' 21% 20%
Provision for income taxes $ 6023 $ 5193 16% -
Effective tax rate _ 37.1% 38.2%
Net earnings from continuing operations $1,021.2 $ 8419 21%
Diluted earnings per share from continuing operations $ 1.83 § 145 26%

Total Revenues

Our consolic ated revenues in fiscal 2007 grew 14%, to $7,800.0, million due to increases in
Employer Services of 11%, or $545.1 million, to $5,707.7 million, PEO Services of 26%, or $181.1 million,
10 $884.8 million, and Dealer Services of 15%, or $159.6 million, to $1,257.3 million. Our consolidated
revenues, excluding * he impact of acquisitions and divestitures, grew 12% in fiscal 2007 as compared to
the prior year. Revenue growth was also favorably impacted by $81.1 million, or 1%, due to fluctuations
in foreign currency rates.

Our consolic ated revenues in fiscal 2007 include interest on funds held for clients of $653.6
million as compared to $549.8 million in the prior year. The increase in the consolidated interest earned
on funds held for clicnts resulted from the increase of 8% in our average client funds balances to $14.7
billion, as well as the increase in the average interest rate earned to approximately 4.5% in fiscal 2007 as
compared to 4.1% in the fiscal year ended June 30, 2006 (“fiscal 2006™).
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Total Expenses LU

Our consolidated expenses increased $778.2 million, from $5,610.2 million in fiscal 2006, to

$6,388.4 million in fiscal 2007. The percentage increase in our consolidated expenses was proportionate ..

to the increase in ouf revenues. Additionally; the increase was due to higher pass-through costs.associated

with our:PEO business revenues, which have pass-through operating expenses, an increase inour - *.

salesforce and implementation personnel, higher expenses associated with our Employer Services™ new .
business sales:and.implementation and the impact of acquisitions. Consolidated- expenses also increased ¢
$79.8 million, or 1%, due to fluctuations in foreign currency exchange rates.. - : Lo

Our total costs of revenues increased $483 6 million, to $4 087. 3 million in fiscal 2007 frorn -
$3,603.7 million in fiscal 2006, due to increases in our operating expenses Operating expenses increased
$42]1.8 million due.to. the increase,in revenues described above, including the i increases in PEQ revenues,
whrch have pass through casts that are re- blllable and higher compensation expenses assocrated with
additional 1mplementatron ‘and service personnel The pass-through costs for our PEO revenues were
$640.7 million in fiscal 2007, as compared to $511. 0 million in fiscal 2006. In addition, operatmg
expenses in fiscal 2007 increased approximately $136.0 million as a result of higher compensatron
expenses associated with additional implementation and service personnel, including approximately -
$47.0 million of spendmg on new busmess opportunities in Employer Services and PEC, Services, Our
new busrness opportumtles relate to our Human Resource Business Process Outsourcmg (“HR BPO”)
opportumtles ‘which focus on the outsourcmg of mtegrated multlple processes — such as payro]l HR,
and benefits Administfation. This spending was targeted at expandmg our Comprehenswe Outsourcmg
Services (“COS”) product for largér employers, our PEO Services business, our ADP Resource® product
which is an integrated, flexible HR and payroll-based service offering, and GlobalView®, which is
out outsourcingoffering for multi-national and global organizations. Lastly, our operating expenses
increased $30.0 million due to fluctuations in foreign currency rates and increased approximately $64.6
million due to the operating ‘costs of new businesses acquired Systeris development and programming
costs incréased $20 4 miillion due to the increase in headcount and the additional expenses associated
with our new businesses acquiréd and increased $6.1 million due to fluctuations in foreign currency
exchange rates. These increases in systems development and programming costs were offset by lower
compensation’ expenses of approximately $16.0 million associated with the increased resources at our off-
shore locations dnd smartshoring facilities. In addition, deprecidtion and amortlzatlon expénses increased
$48.0 million dué to inciéased amortization expenses of $28.2 million resultmg from thé intangible -
assets acqulred with new "businesses and the purchases of software and 'software licenses in fiscal 2007.
In addifion, deprec1atron and amortization expenses increased diie to fiscal 2006 capital expendltures of

-

approximately $100 million® related to the consolrdatlon of our data center facrhtres v ( -
. P P N

Selling, general and administrative expenses increased $272.5 million, to $2,206.2 million in fiscal
2007, due to higher selling expenses in Employer Services and PEO Services, which resulted in an increase
in expenses of approximately $97.5 million and $18.3 million, respectively. The $97.5 million increase in
expenses in Employer Services included approximately $13 million for expenses relating to our HR BPO
opportunities discussed above. Selling, general and administrative expenses also increased approximately
$73.8 million due to the selling, general and administrative expenses related to our business acquisitions in
fiscal 2007 and increased $20.1 million due to fluctuations in foreign currency rates. Additionally, we had
an increase in restructuring charges of $21.5 million, which primarily related to severance.

Interest expense increased $22.1 million in fiscal 2007 as a result of higher average borrowings
and higher interest rates on our short-term commercial paper program. In fiscal 2007 and 2006, the
Company’s average borrowings under the commercial paper program were $1.5 billion and $1.4 billion,
respectively, at a weighted average interest rate of 5.3% and 4.1%, respectively.
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Other Income, net

Other incom 3, net, increased $76.1 million in fiscal 2007 due to a gain of $38.6 million on
the sale of a minority investment, an increase of $7.5 million of realized gains on our available-for-
sale securities and a Jecrease of $5.4 million of realized losses on our available-for-sale-securities.
Additionally, other-ir come, net, included an increase in interest income on corporate funds of $24.6
million as.a result of'the higher average interest rates earned on our corporate balances, which increased
to 4.6% in-fiscal 200'7.as comparéd to 4.0% in-the prior year and our average corporate balancés -
increased to $3.6 bill on in fiscal 2007 as compared to $3.5 billion in the prior year.

Eamihgs_’from Corii nuing bpéra;ions before Income Taxes ,
Earnings fron continuing opérations before income taxes increased $262.3 million, or 19%, to

$1,623.5 million in fiscal 2007 dué to the i increase in revenues and expenses discussed above. Overall

margin increased fro o 20% in fiscal 2006 to 21% in ﬁscal 2007. '

. . . n : o
Provision for Incom.: Taxes

[

The effectlve tax rate in fiscal 2007 was 37.1%, as compared to 38.2% in fiscal 2006, The
decrease in the effecl |ve tax rate is attributable to a favorable mix in income among tax jurisdictions
and to $10.0 million of income tax expense recorded in fiscal 2006 for the repatriation in fiscal 2006 of
approximately $250.C million of eligible dividends from non-U.S. subsidiaries. ' '

Net Earnings from Continuing Operations ahtf Diluted Earnings per Share from Continuing Operations

Net earnings from continuing operations in fiscal 2007 increased 21%, to $1,021.2 million, from
$841.9 miltion i in fiscal 2006, and the related dlluted earnings per share from continuing operations
increased 26%, to $1 83. The diluted earnings per share from continuing operations of $1.83 includes a
net one-time gain of : ipproximately $20.3 million, net of taxes, from the sale of a Dealer Services non-
core minority.investment, offset by restructurmg charges, which was accretive to diluted earnings per
share from continuin;; operations by appr0x1mately $0.03 per share. The increase in net earnings from
continuing operation:. in fiscal 2007 reflects the increase in earnings from continuing operations before |,
income taxes as a res 1lt of increased revenues offset by expenses and a lower effective tax rate. The
increase in diluted earnings per share from continuing operations in fiscal 2007 reflects the increase in
net earnings from continuing operations and the impact of fewer shares outstanding due to the repurchase
of 40.2 mllhon shares in fiscal 2007 and 29.6 million shares in fiscal 2006,
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ANALYSIS OF REPORTABLE SEGMENTS.

Revenues

(Dollars in millions)

Years ended June 30, Charige
2008 2007 2006 2008 2007
Employer Services $6,243.1 $5,707.7 $5,162.6 9% o 11%:.
PEO Services . 1,060.5 884.8 703.7 20% 26%
Dealer Services 1,364.3 1,257.3 1,097.7 9% 15%
Other 49 (1.5) 369 100+%  (100)}+%
Reconciling items: i
Foreign exchange 118.7 (45.4) (108.5)
Client funds interest . (15.0) (2.9) (56.8) -
Total revenues $8,776.5  $7.800.0 $6,835.6 13% 14%._ .
Earnings from Continuing Operations before Income Taxes
(Dollars in millions) . .o o
: Years ended June 30, Change
. 2008 . 2007 2006 2008 2007
Employer Services $1,601.4 $1.4124 $1,2593 - 13% - 12%
PEO Services oo 104.9 80.4 . 549 . 30% 46% -
Dealer Services = - 2320 204.4 159.7 14% 28%
Other v C (238.9) «  (177.0) (143.9) 35%  (23)%
Reconciling items: . : '
Foreign exchange 159 (7.1) (12.1}
Client funds interest (15.1) (2.9) (56.8)
Cost of capital charge 111.8 113.3 . 1001,
Total earnings from continuing : ' : '
operations before income taxes "$1.812.0 $1.623.5 $1,361.2 12% 19%

« The fiscal 2007 and 2006 reportablé segments’ revenues and earnings from continuing operations
before income taxes have been adjusted to reflect updated fiscal 2008 budgeted foreign exchange
rates. This adjustment is made for management purposes so that the reportable segments’ revenues are
presented on a consistent basis without the impact of fluctuations in foreign currency exchange rates.
This adjustment is a reconciling item to revenues and earnings from continuing operations before income
taxes and results in the elimination of this adjustment in consolidation. '

Certain revenues and expenses are charged to the reportable segments at a standard rate for
management reasons. Other costs are charged to the reportable segments based on management’s
responsibility for the applicable costs. Lastly, various income and expense items, including certain non-,
recurring gains and losses and stock-based compensation cxpenses of $123. 6 million, $130.5 million and .
$1427 mllllon in fiscal 2008 2007 and 2006, respectively, are recorded in “Other.”

In addition, the reconcnlmg items include an adjustment for the difference between actual interest,

income earned on invested funds-held for clients and interest credited to Employer Services and PEO
Services at a standard rate of 4.5%. This allocation is made for management reasons so that the reportable
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segments’ results are presented on a consistent basis without the impact of fluctuations in interest rates.
This allocation is a reconciling item to our reportable segments’ revenues and earnings from continuing
operations before inciyme taxes and resuits in the elimination of this adjustment in consolidation.

Finally, the re:;portable segments’ results inctude a cost of capital charge related to the funding
of acquisitions and other investments. This charge is a reconciling item to earnings from continuing
operations before incme taxes and results in the elimination of this charge in consolidation.

Employer Services
Fiscal 2008 Compared to Fiscal 2007

Revenues

Employer Se vices’ revenues increased 9% in fiscal 2008 due to new business started in the '
period, an increase i1 the number of employees.on our clients’ payrolls, the impact of price increases,
which contributed approximately 2% to our revenue growth, and an increase in average client funds
balances, which incriased interest revenues. Internal revenue growth, which represents revenue growth -
excluding the impact of acquisitions and divestitures, was approximately 8% for fiscal 2008. Revenue
from our traditional payroll and payroll tax filing business grew 7%. The number of employees on our
clients’ payrolls, ““pa/s per control,” in the United States increased 1.3% in fiscal 2008. This employment
metric represents over 141,000 payrolls of small to large businesses and reflects a broad range of U.S.
geographic regions. ur worldwide client retention increased 0.2 percentage points in fiscal 2008, as
compared to fiscal 2007. Revenues from our “beyond payroll” services, excluding PEQ Services, which
is a separate reportable segment, increased 16% in fiscal 2008 due to an increase in our Time and Labor
Management services revenues of 17% and due to the impact of business acquisitions. The increase in
revenues related to oar Time and Labor Management services was due to an increase in the number of
clients utilizing thes:: services.

We credit Eraployer Services with interest on client funds at a standard rate of 4.5%; therefore,
Employer Services’ ;'esults are not influenced by changes in interest rates. Interest on.client funds
recorded within the .2mployer Services segment increased $41.4 million in fiscal 2008, which accounted
for 1% growth in Eniployer Services’ revenues. This increase was due to the increase in the average client
funds balances as a 1esult of new business started in the period, growth in our existing client base and
growth in wages. Tk e average client funds balances were $15.5 billion in fiscal 2008 and $14.6 billion in
fiscal 2007, represer ting an increase of 6.4%.

Earnings from Cont nuing Operations before Income Taxes

Earnings from continuing operations before income taxes increased $189.0 million, or 13%,
to $1,601.4 million i1 fiscal 2008. Earnings from continuing operations before income taxes for fiscal
2008 grew at a faster rate than revenues due to the improvement in margins for our services resulting
from the leveraging of our expense structure with increased revenues. This was offset, in part, by
higher comipensation expenses of $131.7 million for implementation and service personnel, as well as
higher selling expenses of $38.0 million attributable to the increase in salesforce personnel in Employer
Services. Lastly, ouy expenses increased by approxnmately $£42.2 million as a result of acquisitions of
businesses in Empl¢ yer Services.
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Fiscal 2007 Compared to Fiscal 2006

Revenues

Employér Services’ revenues increased $545.1 million, or 11%, to $5,707.7 million in fiscal
2007 due to new business started in the period, an increase in the number of employees on our clients’
payrolls in the United States, increased client retention, the impact of price increases, which contributed
approximately 2% to our revenue growth, and an increase in client funds balarices, which increased
interest revenues. Internal revenue growth was approximately 9% for fiscal 2007. Revenue from our
traditional payroll and payroll tax filing business grew 9%. The number of employees on our clients’
payrolls, “pays per control,” increased 2.3% in the United States. Our worldwide client retention
improved 0.1 percentage point over last year's record level. Revenues from our “beyond payroll”
services, excluding PEO Services, increased 18% in fiscal 2007 due to an increase in our Time and
Labor Management services revenues of 22%, as well as the impact of certain business acquisitions in
fiscal 2007. The increase in revenues related to our Time and Labor Management services was due to an
increase in the number of clients utilizing these services.’

We credit Employer Services with interest on client funds at a standard rate of 4.3%; therefore
Employer Services’ results are not influenced by changes in interest rates. Interest on client funds
recorded within the Employer Services segment increased $48.8 million in fiscal 2007; which represented
1% growth in Employer Services’ revenues, due to the increase in the average client funds balances as a
result of increased Employer Services’ new business and growth in our existing client base. The average
client funds balances were $14.6 billion in fiscal 2007 as compared to $13.5 billion in fiscal 2006, an
increase of 8%.

Earnings from Continuing Operations before Income Taxes

Earnings from continuing operations before income taxes increased $153.1 million, or 12%,
to $1,412.4 million, in fiscal 2007. Earnings from continuing operations before income taxes in fiscal
2007 grew at a faster rate than revenues due to the improvement in margins for our services from the
leveraging of our expense structure with the increased revenues. This was offset, in part, by higher
operating expenses from the increase of approximately $226.5 million in compensation expenses for
implementation, service and salesforce personnel, and spending on new business opportunities related
to our HR BPO offerings of approximately $7 million. This spending on new business opportunities
was targeted at expanding our COS product for larger employers and our ADP Resource® product,
as well as our GlobalView® product, which is our outsourcing offering for multi-national and global
organizations. Lastly, earnings from continuing operations before income taxes were negatively impacted

by approximately $8.4 million related to six acquisitions made in fiscal 2007 )

PEO Services
Fiscal 2008 Compared to Fiscal 2007

Revenues

PEO Services’ revenues increased 20% in fiscal 2008 due to an 18% increase in the average
number of worksite employees. The increase in the average number of worksite employees was due
10 new client sales and the net increase in the number of worksite employees at existing clients.
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Additionally, benefits ielated revenues, which are billed to our clients and have an equal amount of cost
in operating expenses, increased $115.8 million, or 23%, due to the increase in the average number of
worksite employees, a: well as increases in health care costs. Administrative revenues, which represent
the fees for our services that are billed based upon a percentage of wages related to worksite employees,
increased $29.4 million, or 17%, due to the increase in the number of average worksite employees and
price increases.

We credlt PEC Services with interest on client funds at a standard rate of 4.5%; therefore, PEO
Services’ results are not influenced by changes in interest rates. Interest on client funds recorded within
the PEO Services segrent increased $1.7 mitlion in fiscal 2008 due to the increase in the average client
funds balances as a ret ult of increased PEO Services’ new business and growth in our existing client
base. The average client funds balances were $0.2 billion in fiscal 2008 and $0.1 billion in fiscal 2007.

'

Earnings from Continiting Operations before Income Taxes

Earnings from continuing operations before income taxes increased $24.5 million, or 30%,
to $104.9 million in fiscal 2008. This increase was primarily attributable to the increase in revenues
described above, net of the related cost of providing benefits and workers compensation coverage and
payment of state unerr ployment taxes for worksite employees, which are included in costs of revenues.
This increase was partially offset by an increase in our operating costs and selling expenses. In fiscal -
2008, our cost of prov ding benefits to worksite.employees increased $116.1 miilion over fiscal 2007.-
Our expenses associat :d with new business sales increased $12.2 million as a result of growth in our
salesforce and an incrcase in sales over fiscal 2007. In addition, the costs of providing our services
increased $14.0 millio:1 in fiscal 2008.

Fiscal 2007 Compared to Fiscal 2006

Revenues

PEOQ Services revenues increased $181.1 million, or 26%, to $884.8 million in fiscal 2007. The
increase in revenues'was primarily due to a 22% increase in the average number of worksite employees
in fiscal 2007. The increase in the average number of worksite employees was due to new client sales,
improved client retent on and the net increase in the number of worksite employees at existing clients.
Additionally, benefit rzlated revenues increased $112.5 million, or 29%, due to the increase in the average
number of worksite eriployees in fiscal 2007, as well as increases in health care costs, which were passed
on to clients. Administrative revenues increased $33.8 million in fiscal 2007, or 24%, due to the increase
in the number of aver:.ge worksite employees and price increases, which are based upon a percentage of
the salaries related to worksite employees. '

We credit PEQ Services with interest on client funds at a standard rate of 4.5%; therefore, PEO
Services’ results are not influenced by changes in interest rates. Interest on client funds recorded within
the PEO Services seginent increased $1.2 million in fiscal 2007, due to the inlcrease in the average client
funds balances as a result of increased PEO Services’ new business and growth in our existing client
base. The average client funds balances were $0.1 billion in both fiscal 2007 and 2006.
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Earnings from Continuing Operations before Income Taxes - N

Earnings from continuing operations before income taxes increased $25.5 million, or 46%, .
to $80.4 million in fiscal 2007. This increase was primarily attributable to the increase in revenues
described above, net of the related cost of providing benefits and workers.compensation coverage and
payment of state unemployment taxes for worksite employees, which are included in costs of revenues,
and contributed to a $52.1 million increase in our earnings from continuing. operatlons in fiscal 2007 as
compared to fiscal 2006. This increase was primarily attributable to 22% growth in the average number
of worksite employees, price increases, and improvement in margins on the workers compensation and
state unemployment components of PEO Services’ offering. The increase in earnings from continuing
operations before income taxes of $52.1 million was partially offset by an increase in our cost of services
of $9.8 million in fiscal 2007 as compared to fiscal 2006. In addition, our expenses associated with new
business sales increased $12.2 million in fiscal 2007, pnmanly as a result of growth in our salesforce
and an increase in sales over fiscal 2006 of 14%. Lastly, selling, general and administrative expenses

increased $4.6 million primarily as a result of the growth in the business. o

. . . - o [ o
Dealer Services P : . Lo
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Fiscal 2008 Compared to Fiscal 2007 - ' ‘ o .

oo ¥ . L ot ‘- sl
Revenues

Dealer Services’ revenues increased $107.0 million, or 9%, to $1,364.3 million in fiscal 2008.
The increase in revenues in fiscal 2008 was driven by both internal revenue growth and by acquisitions.
Internal revenue growth, which represents the revenue growth excluding the impact of acquisitions
and divestitures, was approximately 6% in both fiscal 2008 and fiscal 2007. ReVvenues increased for
our dealer business systems in North America by $59.1 million, to $1,012.9 million'in fiscal 2008 due
to growth in our key products: The growth in our key products was driven by the increased users for
Application Servicé Provider (“ASP™) managed services, growth in our Digital Marketing strategic"
initiatives, increased Credit Check and Computerized Vehicle Registration (“CVR”) transaction volume,
and new network and hosted IP telephony installations. In addition, revenues incredased $39.9 million due
to business acquisitions in the fourth quarter of the fiscal year 2007 as well as in fiscal 2008.

Earnings fron*:' Continuing Operations before Income Taxes
) Lt . ) i, ) .

Earnings from continuing operations before income taxes increased $27.6 million, or 14%,
to $232.0 million in fiscal 2008 due to the in¢rease in revenues of our dealer business systems and
contributions from recent acquisitions. These increases were offset by an increase in operating expenses
as a result of an increase in headcount to' support new business sales and the timing of installations
during the year. Lastly, our expenses increased by approx1mate1y $37. 0 million as a result of acquisitions
of busmesses durmg ﬁscal 2008.

ryr ' s oot .-~_ Lo . . ' o '
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Fiscal 2007 Compare1 to Fiscal 2006

Revenues

Dealer Serviciss” revenues increased $159.6 million, or 15%, to $1,257.3 million in fiscal 2007,
The increase in revent es in fiscal 2007 was driven by both internal revenue growth and by acquisitions.
Revenues increased for our dealer business systems in North America by $74.3 million, to $953.8 million,
due to growth in our Key services. The growth in our key services was driven by the increased users for
ASP managed service;, increased Credit Check and CVR transaction volume, new network installations
and increased market senetration of our Dlgltal Marketmg services. Internal revenue growth was
approx1mately 6% for fiscal 2007. ) ' :

. { . "y o

Earnings from Continuing Operations before income Taxes .
Earnings from continuing operations before income taxes increased $44.7 million, to $204.4
million, in fiscal 2007, due to the increases in revenues of our dealer business systems and contributions
from recent acquisitions, Overall margin improved to 16% in fiscal 2007, from 15% in fiscal 2006, driven’
by growth in the international market due to the acquisition of Kerridge Computer Company Ltd. in
fiscal 2006 and cost savings achieved from the integration of Kerridge in fiscal 2007. Lastly, earnings
from continuing oper itions before income taxes also improved as a result of a decline in restructuring
expenses of $5.6 mill:on, which represented the expenses recorded in fiscal 2006 relating to the
integration of Kerrids e.

Other

The primary components of “Other” are miscellaneous processing services, and corporate .,
allocations and exper ses, including stock-based compensation expense reported in net earnings from
continuing operation of $123.6 million, $130.5 million and $142.7 million in fiscal 2008, 2007 and
2006, respectively. Alditionally, certain non-recurring gains and losses, including a gain on the sale of
a building of $16.0 million in fiscal 2008 and a gain of $38.6 million on the sale of a minority interest
investment in fiscal :,007, are included in “Other”

FINANCIAL CONDITION, LIQUIDITY AND CAPITAL RESOURCES

Our financial condition and balance sheet remain étrong. At June 30, 2008, cash and marketable
securities were $1,6€0.3 million. The ratio of long-term debt-to-equity was 1.0% at June 30, 2008. At
June 30, 2008, working capital from continuing operations before funds held for clients and client funds
obligations was $1,3.43.1 million, as compared to $1,534.8 million at June 30, 2007. This fluctuation is due
to a decrease in cash and short-term marketable securities of $232.7 million. -

'Our princips.| sources of liquidity are derived from cash generated through operations and
through cash and m:rketable securities on hand. We also have the ability to generate cash through our
financing arrangements under our U.S. short-term commercial paper program and our U.S. and Canadian
short-term repurchaiie agreements. In addition, we have three unsecured revolving credit agreements that
allow us to borrow 1 p to $6.0 billion in the aggregate. Our short-term commercial paper program and
repurchase agreeme ats are utilized as the primary instruments to meet short-term funding requirements
related to client funds obligations. Our revolving credit agreements are in place to provide additional
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liquidity, if needed. We have never had borrowings under the revolving credit agreements. The Company
believes that the internally generated cash flows and financing arrangements are adequate to support
business operations and capital expenditures.

On March 30, 2007, we completed the tax free spin-off of our former Brokerage Services
Group business, comprised of our former Brokerage Services and Securities Clearing and Outsourcing
Services segments, into an independent publicly traded company called Broadridge Financial Solutions,
Inc (“Broadridge™). As a result of the spin-off, ADP stockholders of record on March 23, 2007 (the
“record date™) received one share of Broadridge common stock with a par value $0.01 per-share, for
every four shares of ADP common stock held by them on the record date and cash for any fractional
shares of Broadridge common stock. We have classified the results of operations of the spun-off business
as discontinued operations for all periods presented. Additionally, on March 30, 2007, we recorded a
decrease to retained earnings of $1,125.2 million for the non-cash reduction in net assets of the Brokerage
Services Group business related to the spin-off, offset by an increase to retained earnings of $690.0
million related to the cash dividend received from Broadridge as part of the spin-off.

+ In February 2007, we notified holders of our zero coupon convertible subordinated notes that we
would redeem all the notes that were outstanding as of the end of the business day on March 19, 2007 (the
“redemption date”™). Prior to the redemption date, notes with a face value of approximately $39 million’
were converted into approximately one million shares of the Company’s common stock. We subsequently
redeemed the remaining 352 notes outstanding as of the redemption date at a redemption price of $775 for
each note, representing the accrued value of each note at the time of the redemption.

Net cash flows provided by operating activities were $1,772.2 million in fiscal 2008, as compared
to $1,298.0 million in fiscal 2007. The increase was due to a $97.0 million increase in net earnings
compared to the prior year. In addition, the increase was due to a $132.5 million increase in accrued
expenses and other liabilities due to an increase in payroll and. payroll-related accruals due to the timing
of payments and a $289.8 million decrease in accounts receivable due to improvement.in the collections
of our accounts receivable and the collection in fiscal 2008 of a large direct debit receivable that was
outstanding at June 30, 2007. The increases in cash provided were offset by a $31 2 million increase in
our pensmn plan contributions.

Net cash flows provided by investing activities in fiscal 2008 totaled $2,613.9 million, as
compared to $276.9 million used in fiscal 2007. This increase to funds provided was due to a net decrease
in restricted cash and cash equivalents and other restricted assets held to satisfy client f'unds obligations
of $4,717.6 million, a decrease in cash paid for intangibles of $53.4 million and a decrease in net cash paid
for acquisittons of $349.6 million. Additionally, proceeds received from the sale of businesses increased
by $95.2 million. These increases in cash provided were partially offset by the change in net purchases/
proceeds from our marketable securities of $1,657.5 million, the $38.6 million of proceeds from the
sale of a minority investment during fiscal 2007 and the $660.1 million of net dividends received from
Broadridge during fiscal 2007.

Cash flows used in financing in fiscal 2008 totaled $5,270.7 million as compared to $1,176.7
million in fiscal 2007. The increase in cash flows used was due to a $4,188.0 mallion decrease in client
funds obligations and a $87.6 million increase in the amount of dividends paid in fiscal 2008 compared
to fiscal 2007. Additionally, there was a decrease in proceeds from stock purchase plan and exercises of
stock options of $104.5 million. The increase in cash flows used was offset by a decrease in cash paid for
the repurchases of common stock of $395.6 million. We purchased 32.9 million shares of our common
stock at an average price per share of $44.44 during fiscal 2008. As of June 30, 2008, we had remaining
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Board of Director’s authorization to purchase up to 10.8 million additional shares. In August 2008, the
Company received the Board of Directors’ approval to purchase up to 50 million additional shares of the
Company’s common stock. :

In June 2008, we entered into a $2.25 billion, 364-day credit agreement with a group of
lenders. The 364-day-facility replaced the Company’s prior $1.75 billion 364-day facility. We also have
a $1.5 billion credit fazility and a $2.25 billion credit facility that mature in June 2010 and June 20it,
respectively. The five .year facilities contain accordion features under which the aggregate commitments
can each be increased by $500 million, subject to the availability of additional commitments. The interest
rate applicable to the horrowings is tied to LIBOR or prime rate depending on the notification provided
by the Company to thz syndicated financial institutions prior to borrowing. We are also required to pay
facility fees on the credit agreements. The primary uses of the credit facilities are to provide liquidity to
the commercial papet progtam and to provide funding for general corporate purposes, if necessary. There
were no borrowings through June 30, 2008 under the credit agreements.

We maintain-:d a U.S. short-term commercial paper program, which provided for the issuance of
up to $5.5 billion in apgregate maturity value of commercial paper at the Company’s discretion. In July
2008, we increased the U.S. short-term commercial paper program to provide for the issuance of up to
$6.0 billion in aggreg ate maturity value. OQur commercial paper program is rated A-1+ by Standard and
Poor’s and Prime-1 by Moody’s. These ratings denote the highest quality commercial paper securities.
Maturities of commercial paper can range from overnight to up to 364 days. At June 30, 2008 and 2007,
there was no comme ‘cial paper outstanding. In fiscal 2008 and 2007, the Company’s average borrowirgs
were $1.4 billion and $1.5 billion, respectively, at a weighted average interest rate of 4.2% and 5.3%,
respectively. The we ghted average maturity of the Company’s commercial paper was less than two days
in both fiscal 2008 a1d ﬁscal 2007.

Our U.S. and Canadian short-term funding requirements related to client funds obligations are
sometimes obtained on a secured basis through the use of reverse repurchase agreements, which are
collateralized principally by government and government agency securities. These agreements generally
have terms ranging {rom overnight to up to five business days. At June 30, 2008, we had an $11.8 million
obligation outstanding related to reverse repurchase agreements. The term of the reverse repurchase
transaction matured on July 2, 2008 and the outstanding obligation was repaid. At June 30, 2007, there
were no outstanding obligations under reverse repurchase agreements. In fiscal 2008 and 2007, the
Company had avera ze outstanding balances under reverse repurchase agreements of $360.4 million and
$141.6 million, respectively, at a weighted average interest rate of 3.4% and 4.4%, respectively.

Capital expenditures for. continuing operations in fiscal 2008 were $186.4 million, as compared
to $169.7 million in fiscal 2007 and $252.8 million in fiscal 2006. The capital expenditures in fiscal
2008 related to data center and other facility improvements to support our operatlons ‘We expect capital
expenditures in fiscal 2009 to be approximately $220 million. : ~
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The following table provides a summary of our contractuat obligations as of June 30, 2008:

{In millions).- , : ' -
: . Payments due by period
: Less than 1-3 3-5-  More than
Contractual Obligations . - 1 year years  years 5years ~ Unknown  Total
Debt Obligations (1) $ 27 $ 56 $287 §$178 $ - § 548
Operating Lease and Software ' - c ‘ :

License Obligations (2) 252.9 400.0 199.6 50.8 - 903.3
Purchase Obligations (3) 107.7 1217 799" -- -- 309.3
Obligafioris related to Unrecognized - e -

Tax Benefits (4) 80.0 -- -- .- 324.2 404.2

Other tong-term liabilities reflected
on our Consolidated Balance Sheets: . : ‘ G .
Compensation and Benefits (5) 29.5 119.1 69.7 99.6 34.8 352.7

Total ‘ ' -$472.8 $6464 $377.9 - $168.2 $359.0 $2,024.3

(1) These amounts represent the principal repayments of our debt and are included on our Consolidated
Balance Sheets. See Note 11 to the consolidated financial statements for additional information about our
debt and related matters. The estimated interest payments due by corresponding period above are $2.2
million; $4.5 million, $4.0 million, and $7.1 million, respectively, which have been excluded.

(2) Included in these amounts are various facilities and equipment leases and software license
agreements. We enter into operating leases in the normal course of business relating to facilities and
equipment, as well as the licensing of software. The majority of our lease agreements have fixed
payment terms based on the passage of time. Certain facility and equipment leases require payment of
maintenance and real estate taxes and contain escalation provisions-based on future adjustments in price
indices. Our future operating lease obligations could change if we exit certain contracts or if we enter
into additional operating lease agreements.

3 Purchase oblngatlons primarily relate to purchase and maintenance agreements on our software,
equipment and other assets. ‘

{(4). We made the determination that net cash payments expected to be paid within the next 12 months,
related to unrecognized tax benefits of $404.2 million at June 30, 2008, may be up to $80 million. The

Company is unable to make reasonably reliable estimates as to the period beyond the next 12 months in
which cash payments related to unrecognized tax benefits are expected to be paid. '

(5) Compeﬁsation and benefits primarily relates to amounts associated with our employee benefit plans
and other compensation arrangements.

In addition to the obligations quantified in the table above, we had obligations for the remittance
of funds,relating to our payroll and payroll tax filing services. As of June 30, 2008, the obligations
relating to these matters, which are expected to be paid in fiscal 2009, total $15,294.7 miltion and were
recorded in client funds obligations on our Consolidated Balance Sheets. We had $15,418.9 million of
cash and marketable securities that have been impounded from our clients to satisfy such obligations
recorded in funds held for clients on our Consolidated Balance Sheets as of June 30, 2008.
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The Company s wholly-owned subsidiary, ADP Indemnity, Inc., provides workers’ compensation
and employer liability insurance coverage for our PEQ worksite employees. We have secured specific
per occurrence and ag rregate stop loss reinsurance from third-party carriers that cap losses that
reach a certain level it. each policy year. We utilize historical loss experience and actuarial judgment
to determine the estimated claim liability for the PEO business. In both fiscal 2008 and 2007, we
received premiums of $51.4 million. In fiscal 2008 and 2007, we paid claims of $38.1 million and $27.4
miilion, respectively. .\t June 30, 2008, our cash and marketable securities included balances totaling
approximately $189.1 inillion to cover the actuarially-estimated cost of workers’ compensation claims for
the policy years that the PEO worksite employees were covered by ADP Indemnity, Inc.

In the normal course of business, we also enter into contracts in which we make representations
and warranties that re ate to the performance of our services and products. We do not expect any material
losses related to such ‘epresentations and warranties.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Our overall ir vestment portfolio is comprised of corporate investments (cash and cash
equivalents, short-terin marketable securities, and long-term marketable securities) and client funds assets
(funds that have been collected from clients but not yet remitted to the applicable tax authorities or client
employees). o

In order to pravide more cost-effective liquidity and maximize our interest income, we utilize
a strategy by which we extend the maturities of our investment portfolio for funds held for clients and
employ short-term fir.ancing arrangements to satisfy our short-term funding requirements related to
client funds obligationis. In these instances, a portion of this portfolio is considered and reported within
the corporate investmr ent balances in order to reflect the pure client funds assets and related obligations.
[nterest income on th: corporate investment portion of the portfolio is reported in other income, net on
our Statements of Co1solidated Earnings.

Our corporat: investments are invested in cash equivalents and highly liquid, investment grade
securities. These assc ts are available for repurchases of common stock for treasury and/or acquisitions, as
well as other corpora:e operating purposes. All of our short-term and long-term marketable securities are
classified as availabli:-for-sale securities.

Our client funds assets are invested with safety of principal, liquidity, and diversification as the
primary goals. Consistent with those goals, we also seek to maximize interest income and to minimize
the volatility of inter::st income. Client funds assets are invested in highly liquid, investment-grade
marketable securitie: with a maximum maturity of 10 years at time of purchase and money market
securities and other ¢ ash equivalents. At June 30, 2008, approximately 87% of the available-for-sale
securitics categorize ] as U.S. Treasury and direct obligations of U.S. government agencies was invested
in senior debt directly issued by the Federal Home Loan Banks, Fannie Mae and Freddie Mac.

We have estiblished credit quality, maturity, and exposure limits for our investments. The
minimum allowed ciedit rating for fixed income securities is BBB and for asset-backed and mortgage-
backed securities i1s .\AA. The maximum maturity at time of purchase for a BBB-rated security is 5
years, for a single A- rated securities is 7 years, and for AA-rated and AA A-rated securities is 10 years.
Commercial paper nwst be rated A1/P1 and, for time deposits, banks must have a Financial Strength
Rating of C or bettel. '
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Details regarding our overall investment portfolio are as follows: .

(Dollars in millions)

Years ended June 30, - 2008 ' 2007 - 2006
Average investment balances at cost:
Corporate investments . S 3,387.'0 $ 3,556.8 . $.3,487.8
Funds held for clients 15,654.3 14,682.9 13,566.2
Total - L -, 8190413  $18,239.7 $17.054.0 .
Average interest rates earned exclusive of - . . ' Lo ,
realized gains/ (losses) on: L PR
Corporate investments 4.4% C4.6% .. 4.0% |,
Funds held for clients ‘ . 44% . 45% . . 41%
Total . S 4,4% - 4.5% - A40%
Realized gains on available-for-sale securities § 101 $ 208 .$ . 133
Realized losses on available-for-sale securities - (11.4) - (12.5) (179
Net realized (losses)/ gains $ (1.3) $ 8.3 $ {4.6)
As of June 30: ‘ -
Net unrealized pre-tax gains/ (losses) on o " 1 v
available-for-sale securities $' 142 1 . $. ‘ (184.9) $ ('312'.9.)

Total dvailable-for-sale securities at fair value $ 15, 066 4  $13, 369 4. $ 13, 612 8

+

In fiscal 2008, approximately 25% of our overall investment portfoho was mvested in cash and .

cash equivalents and, therefore, was impacted by changes in short-term interest rates, The other 75% of
our investment portfolio was invested in fixed-income securities, with varying maturities of 10 years or
less, which were also subject to interest rate risk mcludmg reinvestment risk. -

1 . L , , B
Factors that influence the earnings 1mpact of the interest rate changes include, among others the

amount of invested funds.and the overall portfolio.mix between short-term and long-term investments.
This mix varies and is impacted by daily interest rate changes. A hypothetical change in both short-
term interest rates (e.g., overnight interest rates or the Fed Funds rates) and intermediate-term interest .
rates of 25 basis points applied to the estimated fiscal 2009 average investment balances and any related
borrowings would result in approximately a $7 million impact to.earnings before income taxes over a -
twelve-month period. A hypothetical change in only short-term interest rates of 25 basis points applied to
the estimated fiscal 2009 average short-term investment balances and any related short-term borrowings
would result in approxlmately a $3 million 1mpact to earnings before income taxes over a twelve month
period. o S : -

The Company is exposed to credit risk in connection with our available-for-sale securities
through the possible inability of the borrowers to meet the terms of the securities.- The Company limits
credit risk by investing in AAA and AA rated securities, as rated by Moody’s, Standard & Poor’s, and ~
for Canadian securities, Dominion Bond Rating Service. At June 30, 2008, approximately 90% of our
available-for-sale securities held AAA or AA ratings. In addition, we also limit amounts that can be
invested in any security other than U.S. and Canadian government or government agency securities.

3 . ~
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The Company is exposed to market risk from changes in foreign currency exchange rates that
could impact its finan:ial position, results of operations and cash flows. The Company manages its
exposure to these mar et risks through its regular operating and financing activities and, when deemed
appropriate, through t 1e use of derivative financial instruments. The Company uses derivative financial
instruments as risk miinagement tools and not for trading purposes.

RECENTLY ISSUE{.) ACCOUNTING PRONOUNCEMENTS

in June 2008, the FASB issued FASB Staff Position (“FSP”) EITF 03-6-1, “Determining Whether
Instruments Granted in Share-Based Payment Transactions are Participating Securities.” This FSP
provides that unvestec, share-based payment awards that contain nonforfeitable rights to dividends-or
dividend equivalents (whether paid or unpaid) are participating securities and shall be included in the
computation of earnir gs per share pursuant to the two-class method. The FSP is effective for financial
statements issued for ‘iscal years beginning after December 15, 2008, and interim periods within those
fiscal years. Upon adoption, a Company is required to retrospectively adjust its earnings per share data
(including any amounts related to interim periods, summaries of earnings and selected financial data) to
conform with provisions of this FSP. We are currently evaluating the impact, if any, that the adoption of
FSP EITF 03- 6 1 will have on our consohdatcd results of operations or financial condmon

In May 2008, the FASB issued Statement of Financial Accounting Standards (“SFAS”) No.
162, “The Hierarchy of Generally Accepted Accounting Principles” (“SFAS No. 162”). SFAS No. 162 is
intended to improve financial reporting by identifying a consistent framework, or hierarchy, for selecting
accounting principles to be used in preparing financial statements that are presented.in conformity with
generally accepted accounting principles. SFAS No. 162 will become effective 60 days following the
SEC’s approval of the Public Company Accounting Oversight Board amendments to AU Section 411,
“The Meaning of Pre sent Fairly in Conformity With Generally Accepted Accounting Principles.” We do
not anticipate the adoption of SFAS No. 162 will have a material impact on our results of operations, cash
flows or financial col |d1t10n :

In April 2006, the FASB issued FSP FAS 142-3, “Determination of the Useful Life of Intangible
Assets” (“FSP FAS 1:12-3"). FSP FAS 142-3 amends the factors that should be considered in developing
renewal or extension assumptions used to determine the useful life-of a recognized intangible asset under
FASB Statement No. 142, Goodwill and Other Intangible Asset. FSP FAS 142-3 also requires expanded
disclosure related to 1he determination of intangible asset useful lives, FSP FAS 142-3 is effective for
financial statements ' ssued for fiscal years beginning after December’15, 2008, and interim periods
within those fiscal ycars. We are currently evaluating the impact that thé adoption of FSP FAS 142-3 will
have on our consolid ited results of operatlons cash flows or fi nanc1a[ condmon

R

in March 20!)8 the FASB lssued Statement No- 161, “Dlsclosures about Derlvatlve lnstruments
and Hedging Activities” (“SFAS No. 161”). SFAS No.-161 amends and expands the disclosure
requirements of Stattment No. 133, “Accounting for Derivative Instruments and Hedging Activities.”
SFAS No. 161 requir:s qualitative disclosures about objectives and strategies for using derivatives,
quantitative disclosu 'es about credit-risk-related contingent features in derivative agreements. SFAS
No. 161 is effective far financial statements issued for fiscal years and interim periods beginning after
November 15, 2008. We do not anticipate the adoption of SFAS No. 161 w:ll have a materlal impact on

our results of operations, cash ﬂows or financial condition.
!
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. In December 2007, the FASB issued Statement No. 141 (revised 2007), “Business Combinations”
{“SFAS No. 141R"). SFAS No. 141R establishes principles and requirements for how the acquirer in a
business combination recognizes and measures in its financial statements the identifiable assets acquired,
the liabilities assumed, any controlling interest in the business and the goodwill acquired. SFAS No.
141R further requires that acquisition-related costs and costs associated .with restructuring or exiting-
activities of an acquired entity witl be expensed as incurred. SFAS No. 141R also establishes disclosure
requirements that will require disclosure on the nature and financial effects of the business combination.
SFAS No. 141R will impact business combinations for the Company that may be completed on or after
July 1, 2009. We cannot anticipate whether the adoption of SFAS No. 141R will have a material impact
on our results of operations and financial condition as the impact is solely dependent on whether we enter
into any business combinations after July 1, 2009 and the terms of such transactions.

In March 2007, the FASB ratified EITF Issue No. 06-11, “Accounting.for Income Tax Benefits
of Dividends on Share-Based Payment Awards.” EITF 06-11 requires companies to recognize, as
an increase to additional paid-in capital, the income tax benefit realized from dividends or dividend
equivalents that are charged to retained earnings and paid to employees for non-vested equity-classified
employee share-based payment awards. EITF 06-11 is effective for fiscal years beginning after
September 15, 2007. We do not expect EITF 06-11 to have a- matenal impact on our consolidated results
of operations or cash flows.

In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets
and Financial Liabilities” (“SFAS No. 159”): SFAS No. 159 is effective for fiscal years beginning after
November 15, 2007. This statement provides companies with an option to measure selected financial
assets and liabilities at fair value. We have not elected to measure such selected financial assets and
liabilities at fair value. As such, we do not expect the adoption of SFAS No. 159 to have a material impact
on our consolldated results of operations, cash flows or ﬁnancml condition.

In September 2006, the FASB issued SFAS No 157, “Falr Value Measurements” (“SFAS No.
157”). This statement clarifies the definition of fair value, establishes a framework for measuring fair:
value, and expands the disclosures on fair value measurements. SFAS No. 157 is effective for fiscal years
beginning after November 15, 2007. We do not expect the adoption of SFAS No. 157 to have a material
impact on our consolidated results of operations, cash flows or financial condition.

CRITICAL ACCOUNTING POLICIES

Our consolidated financial statements and accompanying notes have been prepared in accordance
with accounting principles generally accepted in the United States of America. The preparation of these
financial statements requires management to make estimates, judgments and assumptions that affect
reported amounts of assets, liabilities, revenues and expenses.. We continually evaluate the accounting
policies and estimates used to prepare the consolidated financial statements. The estimates are based on-
historical experience and assumptions believed to be reasonable under current facts and circumstances.
Actual amounts and results could differ from these estimates made by management. Certain accounting
policies that require significant management estlmates and are deemed critical to our results of operations
or financial position are discussed below.

- Revenue Recognition'. Our revenues are primarily attributable to fees for providing services (e.g.,
Employer Services’ payroll processing fees) as well as investment income on payroll funds, payroll tax
filing funds and other Employer Services’ client-related funds. We enter into agreements for a fixed fee
per transaction (e.g., number of payees or number of payrolls processed). Fees associated with services
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are recognized in the period services are rendered and earned under service arrangements with clients
where service fees are fixed or determinable and collectibility is reasonably assured. Our service fees
are determined based on written price quotations or service agreements having stipulated terms and
conditions that do not require management to make any significant judgments or assumptions regarding -
any potential uncertainties. Interest income on collected but not yet remitted funds held for clients is
recognized in revenues as earned, as the collection, holding and remittance of these funds are critical
components of providing these services.-

We also recoyg;nize revenues associated with the sale of software systems and associated,
software licenses (e.g Dealer Services’ dealer management systems). For a majority of our software
sales arrangements, v+hich provide hardware, software licenses, installation and post-contract customer
support, revenues are recognized ratably over the software license term as vendor-specific objective
evidence of the fair vilues of the individual elements in the sales arrangement does not exist. Changes 1o
the elements in an arrangement and the ability to establish vendor-specific objective evidence for those
elements could affect the timing of the revenue recognition.

We assess ccllectibility of our revenues based primarily on the creditworthiness of the customer
as determined by credit checks and analysis, as weli as the customer’s payment history. We do not believe
that a change in our issumptions utilized in the collectibility determination would result in a material
change to revenues as no single customer accounts for a significant portion of our revenues.

Goodwill. We account for goodwill and other intangible assets with indefinite useful lives in
accordance with SFAS No. 142, “Goodwill and Other Intangible Assets,” which states that goodwill and
intangible assets witn indefinite useful lives should not be amortized, but instead tested for impairment
at least annually at te reporting unit level. We perform this impairment test by first comparing the
fair value of our rep Jrting units to their carrying amount. If an indicator of impairment exists based
upon comparing the fair value of our reporting units to their carrying amount, we would then compare
the implied fair valve of our goodwill to the carrying amount in order to determine the amount of the
impairment, if any. We use discounted cash flows to determine fair values. When available and as
appropriate, corpaiative market multiples are used to corroborate discounted cash flow results. We had
$2,426.7 million of j00dwill as of June 30, 2008. Given the significance of our goodwill, an adverse
change to the fair vilue could result in an impairment charge, which could be material to our consolidated
earnings.

Income Tares. We account for income taxes in accordance with SFAS No. 109, “Accounting for
Income Taxes,” wh ch establishes financial accounting and reporting standards for the effect of income
taxes. The objectives of accounting for income taxes are to recognize the amount of taxes payable or
refundable for the ¢ urrent year and deferred tax liabilities and assets for the future tax consequences of
events that have be:n recognized in an entity’s financial statements or tax returns. Judgment is required
in addressing the filture tax consequences of events that have been recognized in our consolidated
financial statemenis or tax returns (e.g., realization of deferred tax assets, changes in tax laws or
interpretations theieof). In addition, we are subject to the continuous examnination of our incomne tax
returns by the Inte ‘nal Revenue Service and other tax authorities. A change in the assessment of the
outcomes of such natters could materially impact our consolidated financial statements. .

We adopted the provisions of FIN 48 on July 1, 2007. FIN 48 prescribes a financial statement
recognition threshsld and measurement attribute for tax positions taken or expected to be taken in a
tax return. Specifically, it clarifies that an entity’s tax benefits must be “more likely than not” of being |
sustained assuming that position will be examined by taxing authorities with full knowledge of all
relevant information prior to recording the related tax benefit in the financial statements. If the position
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drops below the “more likely than not” standard, the benefit can no longer be recognized. Assumptions,
judgment and the use of estimates are required in determining if the “more likely than not” standard has
been met when developing the provision for income taxes. A change in the assessment of the “more likely
than not” standard could materially impact our consolidated financial statements. -

Stock-Based Compensation. SFAS No..123R requires the measurement of stock-based
compensation expense based on the fair value of the award on the date of grant. We determine the fair
value of stock options issued by using a binominal option-pricing mode!l. The binomial option-pricing
model considers a range of assumptions related to volatility, dividend yield, risk-free interest rate and
employee exercise behavior. Expected volatilities utilized in the binomial option-pricing model are based
on a combination of implied market volatilities, historical volatility of our stock price and other factors.
Similarly, the dividend yield is based on historical experience and expected futire changes. The risk-free
rate is derived from the U.S. Treasury yield curve in effect at thé time of grant. The binomial option-
pricing model also incorporates exercise and forfeiture assumptions based on an analysis of historical
data. The expected life of the stock option grants is derived from the output of the binomial model and
represents the period of time that options granted are expécted‘ to be' outstanding. Determining these
assumptions is subjective and complex, and therefore, a change in the assumptions utilized could impact
the calculation of the fair value of our stock options.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

e The information called for by this item is provided under the caption “Quantitative and
Qualitative Disclosures About Market Risk” under “Item 7 — Management’s Discussion and Analysis of
Financial Condition and Results of Operations.”

i +
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‘Item 8. Financial § tatements and Supplementary Data

REPORT OF lNDEPENIDENT REGISTERED PUBLI‘C ACCOUNTING FIRM

Board of Directors and Stockholders of
Automatic Data Processing, Inc.
Roseland, New Jers :y ' )

We have au lited the accompanying consolidated balance sheets of Automatic Data Processing,
Inc. and subsidiarie: {the “Company™) as of June 30, 2008 and 2007, and the related statements of
consolidated earnin 15, stockholders’ equity, and cash flows for each of the three years in the period
ended June 30, 200¢.. Qur audits also included the financial statement schedule listed in the Index at |
Item 15(a) 2. These :onsolidated financial statements and consolidated financial statement schedule are
the responsibility of the Company’s management. Our responsibility is to express an opinion on these
consolidated financ:al statements and consolidated financial statement schedule based on our audits.

We conductzd our audits in accordance with the standards of thie Public Company Accounting
Oversight Board (U ited States). Those standards require that we plan and perform the audit to obtain
reasonable assuranc: about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audi: also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the financial position of Automatic Data Processing, Inc. and subsidiaries as of
June 30, 2008 and 2107, and the resuits of their operations and their cash flows for each of the three
years in the period ¢ nded June 30, 2008, in conformity with accounting principles generally accepted in
the United States of America. Also, in our opinion, such financial statement schedule, when considered
in relation to the ba:ic consolidated financial statements taken as a whole, presents fairly, in all material
respects, the information set forth therein.

As discussel in Notes 1 and 14 to the consolidated financial statements, in 2008 the Company
adopted Financial Accounting Standards Board Interpretation No. 48, “Accounting for Uncertainty in
Income Taxes—An Interpretation of FASB Statement No. 109,” effective July 1, 2007.

In addition, as discussed in Notes 13 and 17 to the consolidated financial statements, in 2007
the Company adoptcd the recognition and disclosure provisions of Statement of Financial Accounting
Standards No. 158, “Employers’ Accounting for Defined Benefit Pension and Other Postretirement
Plans—an amendme:nt of FASB Statements No. 87, 88, 106, and 132(R),” effective June 30, 2007
and Staff Accounting Bulletin No. 108, “Considering the Effects of Prior Year Misstatements when
Quantifying Misstaiements in Current Year Financial Statements,” effective July 1, 2006.

We have alsb audited, in accordance with the standards of the Public Company Accounting
Oversight Board (United States), the Company’s internal control over financial reporting as of June 30,
2008 based on the citeria established in Internal Control—Integrared Framework issued by the
Committee of Spons jring Organizations of the Treadway Commission and our report dated August 29, 2008,
expressed an unqualified opinion on the Company’s internal control over financial reporting.

fs/ Deloitte & Touch: LLP
New York, New Yoik
August 29, 2008

38




Statements of Consolidated Earnings
{In millions, except per share amounts)

Years ended June 30, ' 2008 2007 2006
REVENUES:
Revenues, other than interest on funds held
for clients and PEO revenues $7.0389 $6,267.4 '$ 5,582.1
Interest on funds held for ¢lients 684.5 653.6 549.8
PEO revenues (A) 1,053.1 §79.0 7037
TOTAL REVENUES 8,776.5 - 7,800.0 6,835.6
EXPENSES: - o
Costs of revenues .
Operating expenses 3,915.7 3,3923 2,970.5
Systems development and programming costs 5259 486.1 " 4723
Depreciation and amortization 238.5 208.9° - -+160.9
TOTAL COSTS OF REVENUES 4,680.1 4,087.3 3,603.7
Selling, general and administrative expenses 2,3704 2,206.2 1,933.7
Interest expense ' 80.5 949 - 72.8
TOTAL EXPENSES 7,131.0 ,6,3884 . 5,610.2
Other income, net {166.5) (211.9) _(135.3)
EARNINGS FROM CONTINUING OPERATIONS o . :
BEFORE INCOME TAXES © 18120 ° 1,623.5 1,361.2
Provision for income taxes 650.3 602.3. 519.3
NET EARNINGS FROM CONTINUING OPERATIONS ' 1,161.7 1,021.2 841.9
Earnings from discontinued operations, net of provision for B
income taxes of $23.2, $110.6 and $274.5 for the fiscal years ‘ '
ended June 30, 2008, 2007 and 2006, respectively . 74.0 117.5 712. 1
NET EARNINGS $12357 $1,1387 § 1 554, 0
Basic earnings per share from continuing operations $ 223 § 18 § 146
Basic earnings per share from discontinued operations 0.14 - 0.21 1.24
BASIC EARNINGS PER SHARE $ 237 § 207 § 270
Diluted earnings per share from continuing operations $ 220 $ 183§ 145
Diluted earnings per share from discontinued operatlons . 0.14 0.21 C .23
DILUTED EARNINGS PER SHARE . ' o $ 234 § 204 §$ 268
Basic weighted average shares outstanding e 5215 549.7 574.8
Diluted weighted average shares outstanding 527.2 5579 580.3

( Jioday |enuuy soozw

(A) Professional Employer Organization (“PEQ™) revenues are net of direct pass-through costs, pnmanly' .
consisting of payrell wages and payroll taxes, of §11, 2474 $9, 082.5'and $6,977.0, respectively, ~

See notes to consohdated financial statements.
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Consolidated Balanc : Sheets

{In millions, except per share + mounts)

June 30,

Assets
Current assets:
Cash and cash equivalents
Short-term marketable se ;urities
Accounts receivable, net
Other current assets
< Assets of discontinued ojerations .
Total current assets before fi hds held for clients
Funds held for clients
Total current assets
Long-term marketabie securities {(A)
Long-term receivables, net
Property, plant.and equipme it, net
Other assets .
Goodwill
Intangible assets, net.
Total assets

Liabilities and Stockholde s’ Equity

Current liabilities:
Accounts payable
Accrued expenses and o her current liabilities
Accrued payroll and payroll related expenses
Dividends payable
Short-term deferred revenues
Obligation under revers: repurchase agreement
Income taxes payable
Liabilities of discontinu:d operations

Total current liabitities befcre client funds obligations |

Client funds obligations
Total current liabilities
Long-term debt
Other liabilities
Deferred income taxes
Long-term deferred revenw:s

Total liabilities

Commitments and continge ncies (Note 15)

Stockholders’ equity:

Preferred stock, $1.00 par »alue: Authorized, 0.3 shares; issued, n(lmé
Common stock, $0.10 par value: Authorized, 1,000.0 shares; issued, 638.7 shares at
June 30, 2008 and 200 ; outstanding, 510.3 and 535.8 shares at June 30, 2008

and 2007, respectively
Capital in excess of par val.e
Retained earnings

Treasury stock - at cost: 123.4 and 102.9 shares at June 3'(?, 2008 and 2007, respectively .

Accumulated other compre hensive income (loss)
Total stockholders’ equ ty
Total liabilities and stockh-lders’ equity

2008 2007
$ 9175 $ 1,746.1
666.3 70.4
1,034.6 1,0419
771.6 448.1

- 57.7
3,390.0 3,364.2
15,418.9 18,489.2
18,808.9 21,853.4
76.5 68.1
234.0 226.5
742.9 7238
§08.3 735.5
2,426.7 2,353.6
637.1 688.0
$23,734.4 $26.648.9
$ 1269 .% 1259
668.1 703.4
479.4 402.6
145.7 122.0
356.1. 299.1
11.8 -
258.9 118.7

- 19.1
2,046.9 1,790.8
15,294.7 18,673.0
17,341.6 20,463.8
52.1 43.5
587.9 390.5
170.0 127.7
4956 475.5
18,647.2 21,501.0
63.9 63.9
522.0 351.8
10,029.8 9,378.5
" (5.804.7) 4,612.9)
2762 (33.4)
5,087.2 5,147.9
$23,734.4 $26,648.9

(A)  As of June 30, 2008, long-term marketable securities include $11.7 of securities that have been pledged as collateral under the

Company’s reverse repurchi se agreement (see Note 10},

See notes to consolidated financial statements.




Statements of Consolidated Stockholders’ Equity

(In millions, except per share amounts)

Accumulated

Capital in - Other
Common Stock  Excess of Deferred Retained . Treasury Comprehensive Comprehensive
Shares Amount Par Value Compensation Earnings Stock Income Income (Loss)
Balance at June 30, 2005 638.7 3639 5 - $(13.3) § 7.966.0 $(2.246.8) $ 141
Net earnings - - - -- 1.554.0 - £1.554.0 -
Foreign currency translation adjustments . 80.2 g0.2
Unrealized net loss on securities, net of tax : (221.0) (221.0)
Minimum pension liability adjustment, net of tax 0.4 0.4
Comprehensive income ’ . $1.413.6
Elimination of deferred compensation upon

adoption of Statement of Financial .

Accounting Standards Ne. 123R - - (13.3) 13.3 - - .-
Stock-based compensation expense - - 174.9 - : - - -
Stock plans and related tax benefits - - 3.7) - - 3756 --
Treasury stock acquired (29.6 shares) - - -- -- -- (1,326.9) --
Debt conversion (0.1 shares) - - (0.5) - . 33 . ' -
Dividends (50.7100 per share) -- - - - (408.6) - -
Balance at June 30, 2006 638.7 3639 81574 § - § 91114, .$(3.194.8) $(126.3)
Adoption of Statement of Financial Accounting

Standards No. 158, net of tax - - - - - v - (63.1)
Net earnings . - - - - 11387 - $1.138.7 -
Foreign currency translation adjustments . ' 76.4 76.4
Unrealized net gain on securities, net of tax . 81.9 81.9
Minimum pension liability adjustment, net of tax (2.3} (2.3)
Comprehensive income $1.294.7
Stock-based compensation expense -- - 148.7 - - - - -
Stock plans and related tax benefits - - 554 - - 464.4 -
Treasury stock acquired (40.2 shares) - - - ! - - (1.920.3) -
Adoption of Staff Accounting Bulletin No, 108, o

net of tax -- - (3.2) -- 44,3 -- --
Brokerage Services Group spin-off - - - - (1,125.2) -- -
Brokerage Services Group dividend - - - - 690.0 - -
Debt conversion (1.1 shares) ‘ - - {6.5) -- -- 378 - --
Dividends (30.8750 per share) -- -- -- -- (480.7) -- --
Balance at June 30, 2007 638.7  $63.9 $351.8 s - § 93785 (46129 $ (334)
Net earnings - - - - 1.235.7 - $1.2357 -
Fereign currency translation adjustments 1279 127.9
Unrealized net gain on securities, net of tax ' : 209.7 209.7
Pension liability adjustment, net of tax ' ‘ (28.0) (28.0)
Comptehensive income §1.5453
Stock-based compensation expense -- - 123.6 - s - -
Stock plans and related tax benefits - - 4.5 - - 2717 -
Treasury stock acquired (32.9 shares} . - - - - - {1,463.5) -
Adoptien of Financial Accounting Standards ‘

Board Interpretation No. 48 - - - T (117} S -
Tax basis adjusiment related to pooling of

interest {(see Note 14) - - 42.1 - - - -
Dividends ($1.1000 per share) - - - — T (5727 .- -
Balance at June 30, 2008 638.7  $63.9 $522.0 F - $10,029.8  $(5804.7) § 276.2

See notes 1o consolidated financial statements,
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Statements of Consolillated Cash Flows

(In millions)

Years ended June 30,
Cash Flows From Operating Activities
Net earnings
Adjustments to reconcile net e irnings to cash flows provided by operating activities:
Gain on sale of cost-based nvestment
Gain on sale of building
Depreciation and amortizalion
Deferred income taxes
Excess tax benefit related 1> exercises of stock options
Stock-based compensation expense
Net pension expense
Net realized loss {gain) fro n the sales of marketable securities
Net amortization of premiy ms and accretion of discounts on available-for-sale securities
Gain on sale of discentinued businesses, net of tax
Impairment of assets of dit continued operations businesses
Other
Changes in operating assets and liabilities, net of effects from acquisitions and
divestitures of businesses:
Decrease (increase) in accounts receivable
(Increase) decrease in other assets
Increase (decrease) in accounts payable
Increase (decrease) in acciued expenses and other liabilities
Operating activities of discon inued operations
Net cash flows provided by ojierating activities
Cash Flows From Investing Activities
Purchases of corporate and ¢l ent funds marketable securities
Proceeds from the sales and riaturities of corporate and client funds marketable securities
Net decrease {increase) in res ricted cash and cash equivalents and other restricted assets
held to satisfy client fund obligations
Capital expenditures
Additions to intangibles
Acquisitions of businesses, n:t of cash acquired
Proceeds from the sale of cosi-based investment
Dividend received from Broadridge Financial Solutions, Inc., net of $29.9 million
in cash retained by Broadridge Financial Solutions, Inc.
Other

+

Proceeds from the sale of butinesses included in discontinued operations, net of cash divested

Investing activities of discon inued operations

Net cash flows provided by {1sed in) investing activities

Cash Flows From Financin @ Activities

Net (decrease) increase in cli:nt funds obligations

Proceeds from issuance of de bt

Payments of debt

Repurchases of common stock

Proceeds from stock purchase plan and exercises of stock options
Excess tax benefit refated 10 sxercises of stock options

Dividends paid

Net proceeds from reverse re purchase agreements

Financing activities of disco itinued operations

Net cash flows used in finan:ing activities

Effect of exchange rate chan zes on cash and cash equivalents

Net change in cash and cash equivalents

Cash and cash equivalents o ‘continuing operations, beginning of year
Cash and cash equivalents o "discontinued operations, beginning of year
Cash and cash equivalents, ¢nd of year

Less cash and cash equivale its of discontinued operations, end of year
Cash and cash equivalents o “continuing operations, end of year

See notes 1o consolidated i1 ancial statements.
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2008 2007 2006
$12357  $ 1,138.7 $ 1,554.0
—~ (38.6) -
(16.0) - -
319.1 288.8 246.0
(92.7) 15.1 (5.0)
(0.7) (0.2) (7.9)
1236 130, 142.7
40.0 40.3 31.4
1.3 (8.3) 46
42.7 40.5 75.4
(74.0) (20.9) (452.8)
- - 18.6
100.6 408 30.6
34.2 (255.6) (8.4)
(40.5) (88.0) 28.2
9.7 (1.5) 32
89.2 (43.3) (93.9)
- 59.7 245.8
1,772.2 1,298.0 1.812.5
(6,407.2)  (4449.1)  (5,846.5)
5,140.6 4,340.0 4.955.0
4,119.6 (598.0)  1,364.1
(181.0) (172.8).  (258.8)
(96.6) (150.0) (115.2)
(97.3) @469) - (339.1)
- 38.6 -
- 660.1 -
234 14.5 12.3
1124 17.2 902.4
- (30.5) (47.7)
2,613.9 (276.9) 626.5 -
(3,480.3) 707.7 (174.3)
212 0.6 0.5
(10.1) (1.8) 0.7).
(1,504.8)  (1,9004)  (1,299.9)
239.7 3442 218.0
0.7 02 7.9
(548.9) (461.3) (393.9)
11.8 - -

- 134.1 1193 .
(5270.7)  _(L,176.7) _ (1,523.1)
413 15.7. 9.4
(843.3) (139.9) 925.3
1,746.1 1,800.1 777.3
14.7 100.6 198.1
917.5 1,760.8 1,900.7
- 14.7 100.6
$ 9175 5 1.746.1 5 1.800.1




Notes to.Consolidated Financial Statements |
{Tabular dollars in millions, except per share amounts)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Consolidation and Basis of Preparation. The consolidated financial statements include the financial
results of Automatic Data Processing, Inc. and its majority-owned subsidiaries (the “Company” or
“ADP”). Intercompany balances and transactions have been eliminated in consolidation.

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
amounts reported in the consolidated financial statements and accompanying fotes. Actual results could
differ from these estimates.

Certain reclassifications of prior years’ financial statements have been made to conform to the current -
year presentation. Refer to Note 2 “Reclassifications within Consolidated Balance Sheets and Statements
of Consolidated Cash Flows” for additional disclosures related to such reclassuf" catlons

B. Description of Business. The Company is a provider of technology—based outsourcmg solutions
to employers, and vehicle retailers and manufacturers. The Company classifies its operations into
the following réportable segments: Employer Services, Professional Employer Organization (“PEO™)
Services; and Dealer Services. “Other” consists primarily of miscellaneous processing serv1ces and
corporate allocations and expenses, including stock-based compensation expense.

C. Revenue Recognition. Revenues are primarily attributable to fees for providing services (e.g.,
Employer Services’ payroll processing fees) as well as investment income on payroll funds, payroll tax
filing funds and other Employer Services’ client-related funds. The Company enters into agreements

for a fixed fee per transaction (e.g., number of payees or number of payrolls processed). Fees associated
with services are recognized in the period servicés are rendered and earned under service arrangements
with clients where service fees are fixed or determinable and collectibility is reasonably assured. Service
fees are determined based on written price quotations or service agreements having stipulated terms and
conditions that do not require management to make any significant judgments or assumptions regarding
any potential uncertainties. Interest income on collected but not yet remitted funds held for clients is
recognized in revenues as earned, as the collection, holding and remlttance of these funds are critical
components of providing these services.

Interest income on collected but not yet remitted funds held for clients is earned on funds that are
collected from clients and invested until remittance to the applicable tax agencies or clients’ employees.
The interest earned on these funds is included in revenues because the collection, holding and remittance
of these funds are critical components of providing these services.

The Company also recognizes revenues associated with the sale of software systems and associated
software licenses (¢.g., Dealer Services’ dealer management systems) For a majority of our software
sales arrangements, which provide hardware, software licenses, installation and post-contract customer
support, revenues are recognized ratably over the software license term as vendor-specific objective
evidence of the fair values of the individual elements in the sales arrangement does not exist.

The Company assesses collectibility of our revenues based primarily on the creditworthiness of the
customer as determined by credit checks and analysis, as well as the customer’s payment history.
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PEO revenues are reported on the Statements of Consolidated Earnings and are reported net of direct
pass-through costs, which are costs billed and incurred for PEO worksite employees, primarily consisting
of payroll wages and pzyroll taxes. Benefits and workers’ compensation fees for PEO worksite employees
are included in PEO revenues and the associated costs are included in operating expenses.

D. Cash and Cash Equivalents. Investment securities with a maturity of ninety days or less at the time
of purchase are considered cash equivalents.

E. Corporate Investments and Funds Held for Clients. All of the Company’s marketable securities are
considered to be “avail ible-for-sale” and, accordingly, are carried on the Consolidated Balance Sheets at
fair value. Unrealized yains and losses, net of the related tax effect, are excluded from earnings and are
reported as a separate :omponent of accumulated other comprehenswe income (loss), on the Consolidated
Balance Sheets, until r:alized. Realized gains and losses from the sale of available-for-sale securities are
determined on a specific-identification basis and are included in other income, net on the Statements of
Consolidated Earnings.

If the market value of :iny available-for-sale security declines below cost and it is deemed to be other-
than-temporary, an impairment charge is recorded to earnings for the difference between the carrying
amount of the respective security and the fair value.

Premiums and discounts are amortized or accreted over the life of the related available-for-sale
security as an adjustir ent to yield using the effective-interest method. Dividend and interest income are
recognized when earned.

F. Long-term Receivables. Long-term receivables relate to notes receivable from the sale of computer
systems, primarily to automotive, heavy truck and powersports and truck dealers. Unearned income from
finance receivables represents the excess of gross receivables over the sales price of the computer systems
financed. Unearned income is amortized using the effective-interest method to maintain a constant rate
of return on the net ir vestment over the term of each contract.

The allowance for do ibtful accounts on long-term receivables is the Company’s best estimate of the
amount of probable ¢ ‘edit losses related to the Company’s existing note receivables.

G. Property, Plant and Equipment. Property, plant and equipment is stated at cost and depreciated
over the estimated useful lives of the assets using the straight-line method. Leasehold improvements are
amortized over the sliorter of the term of the lease or the estimated useful lives of the improvements. The
estimated useful live;; of assets are primarily as follows:

Data processing equipnl"lent 210 5 years
Buildings _ _ 20 to 40 years
Furniture and fixtures 3 to 7 years

H. Goodwill and Other Intangible Assets. The Company accounts for goodwill and other intangible
assets with indefinite useful lives in accordance with Statement of Financial Accounting Standards
(“SFAS™ No. 142, “Goodwill and Other Intangible Assets,” which states that goodwill and intangible assets
with indefinite useful lives should not be amortized, but instead tested for impairment at least annually at
the reporting unit level. The Company performs this impairment test by first comparing the fair value of
our reporting units to their carrying amount. If an indicator of impairment exists based upon comparing the
fair value of our rept rting units to their carrying amount, the Company would then compare the implied
fair value of our goodwill to the carrying amount in order to determine the amount of the impairment, if
any. The Company 1 ses discounted cash flows to determine fair values. When available and as appropriate,
comparative market multiples are used to corroborate discounted cash flow resuits.
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1. Impairment.of Long-Lived Assets. In accordance with’'SFAS-No. 144, long-lived assets are reviewed
for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset
may not be recoverable. Recoverability of assets to be held and used is measured by a comparison of the
carrying amount of an asset to estimated .undiscounted.future cash flows expected to be generated by the
asset. If the carrying amount of an asset exceeds its estimated future cash flows, an impairment charge.is
recognized for the amount by which the carrying amount of the.asset exceeds the fair value of the asset,

: : ! - P Py .
J. Foreign Currency Translation. The net assets of the Company’s foreign subsidiaries are translated,
into U.S. dollars based on exchange rates in effect for each period, and revenues and expenses are
translated at average exchange rates in the periods. Currency transaction gains or losses, which are
included in the results of operations, are immaterial for all periods presented. Gains or losses from
balance sheet translation are included in accumulated other comprehensive income (loss) on the

Consolidated Balance Sheets.

K. Derivative Financial Instruments. Derivative financial instruments are-measured at fair value

and are recognized as assets or liabilities on the Consolidated Balance.Sheets with changes in the fair
value of the derivatives recognized in either net earnings from continuing operations or accumulated
other comprehensive income (loss), depending on the timing and designated purpose of the derivative,

in accordance with SFAS No. 133, “Accounting for Derivative Instruments and Hedging Activities”
(“SFAS No. 133”), SFAS No. 138, “Accounting for Certain Derivative Instruments and Certain Hedging
Activities” and SFAS No. 149, “Amendment of Statement 133 on Derivative Instruments and Hedging .
Activities.” . oo : - . . .

There were no derivative ﬁnanbial instruments‘ oﬁtstandiﬁg at J_une'30, 2008 or _Juhe 30, 2007. The
Company does not hold any derivative instruments for trading purposes:

L. Earnings per Share (“EPS”). The calculations of basic and diluted EPS are as follows:

o ' Effectof  Effectof  Effectof
Effectof ~ Employee Employee  Employee

Zeto Coupon Stock Stock Restricted

o, - o " Subordinated  Option~  Purchase Stock: .
Years ended June 30, < Basic '+ Notes- Shares Plan Shares Shares Diluted
2008 . . . ‘ Do , _ ‘ .
Net earrl_ings from continuing operatiohs l $1,161.7 $.-- .5 - . $ - § - $1.161.7
Weighted average shares (in millions) 521.5 . 43 ., 03 ‘ 1.1 527.2
EPS from continuing operations § 223 - - $°72.20
2007 ' ’ SO
Net earnings from continuing operations $1,021.2 $1.1 $ - 5 - $ -- 510223
Weighted average shares (in millions) . 5497 ¢ 08 V.48 Lo 16 ' .5579
EPS from continuing operations % 1.8 - : S . 183
2006 LRI L s S o ‘ .
Net earnings from continuing operations 3 8419 510 5 8 - £ - 5 R429
Weighted average shares (in millions), 5748 . L 3.6 0.6 0.2 580.3
EPS from continuing operations $ 146 ' $ 145

T

Options to purchase 12.6 million, 16.9 million, and 26.6 million shares of common stock for fiscal 2008, 2007
and 2006, respectively, were excluded from the calculation of diluted earnings per share because their exercise
prices exceeded the average market price of outstanding common shares for the respective fiscal year.
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M. Stock-Based Compensation. The Company accounts for stock-based compensation under SFAS No.
123R, “Share-Base(l Payment,” which requires stock-based compensation expense to be recognized in .
net earnings based nn the fair value of the award on the date of the grant. The Company determines the
fair value of stock aptions issued by using a binominal option-pricing model. The binomial option-pricing
model considers a riunge of assumptions related to volatility, dividend vyield, risk-free interest rate and
employee exercise t ehavior: Expected volatilities. utilized in the binomial option-pricing model are based
on a combination of implied market volatilities, historical volatility of the Company’s stock price and
other factors. Similiirly, the dividend yield is based on historical experience and expected future changes.
The risk-free rate is derived from the U.S. Treasury yield curve in effect at the time of grant. The
binomial option-pri:ing model also incorporates exercise and forfeiture assumptions based on an analysis
of historical data. Tae expected life of the stock option grants is derived from the output of the binomial
model and represen's the period of time that options-granted are expected to be outstanding,

N. Internal Use So ‘tware. Expenditures for major software purchases and software developed or
obtained for internal use are capitalized and amortized over a three- to five-year period on a straight-line
basis. For software leveloped or obtained for internal use, the Company capitalizes costs in accordance
with the provisions >f Statement of Position No. 98-1, “Accounting for the Costs of Computer Software
Developed or Obtained for Internal Use.” The Company’s policy provides for the capitalization of
external direct costs of materials and-services associated with developing or obtaining internal use
computer software. [n addition, the Company also capitalizes certain payroil and payroll-related costs

for employees who ire directly associated with internal use computer software projects. The amount of
capitalizable payrol costs with respect to these employees is limited to the time directly spent on such
projects.,Costs assoriated with preliminary project stage activities, training, maintenance and all other
post-implementation stage activities are expensed as incurred. The Company also expenses internal costs
retated to minor upg rades and enhanceménts, as it is impractical to separate these costs from normal

. m4intenance af:tlwt ;€s.

, ' b

O. Computer Software to be Sold, Leased or Otherwise Marketed. The Company capitalizes certain
costs of computer ss ftyvare to be sold, leased or otherwise marketed in accordance with the provisions
of SFAS No. 86, “Ai: countmg for the Costs of Computer Software to be Sold, Leased or Otherwise
Marketed.” The Cotapany’s policy provides for-the capltallzatlon of all software production costs upon
reaching technotogi:al feasibility for a SpCC)ﬁC product Technological feasibility is attained when
software products hwve a completed working model wqose consistency with the gverall product design
has been confirmed by testing. Costs incufred prior to the establishment of tecﬁlogical feasibility areh'ﬁ.
expensed as incurre 1. The establishment of technological feasibility requires jufgment by managemer:ﬁ:
and in many instances is only attained a short time prior to the general release of the software. Upon t
general release of the software product to customers, capitalization ceases and such costs are amortized
over a three-year pe ‘iod on a straight-line basis. Maintenance-related costs are expensed as incurred.

P. Income Taxes. T 1e.Company accounts for income taxes in accordance with SFAS No. 109,
“Accounting for Income Taxes,” which establishes financial accounting and reporting standards for the
effect of income tax:s. The objectives of accounting for income taxes are to recognize the amount of
taxes payable or refiindable for the current year and deferred tax liabilities and assets for the future tax
consequences of events that have been recognized in an entity’s financial statements or tax returns. The
Company is subject to the continuous examination of our income tax returns by the Intemal Revenue
Service and other ta( authorities.

The Company adopied the provisions of Financial Accounting Standards Board (“FASB”) Interpretation
No. 48 (“FIN 48”) on July 1, 2007. FIN 48 prescribes a financial statement recognition threshold and
measurement attribi te for tax posmons taken or expected to be taken in a tax return. Specifically, it
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clarifies that an entity’s tax benefits must be “more likely than not” of being sustained assuming that
position will be examined by taxing authorities with full knowledge of all relevant information prior
to recording the related tax benefit in the financial statements. If the position drops below the “more .
likely than not” standard, the benefit can no longer be recognized. Assumptions, judgment and the
use of estimates are required in determining if the “more likely than not” standard has been met when
developing the provision for income taxes. " ’ : '

Q. Recently Issued Accounting Pronouncements. In June 2008, the FASB issued FASB Staff

Position (“FSP”") EITF 03-6-1, “Determining Whether Instruments Granted in Share-Based Payment
Transactions are Participating Securities.” This FSP provides that unvested share-based payment awards
that contain nonforfeitable rights to dividends or dividend equivalents (whether paid or unpaid) are
participating securities and shall be included in the computation of earnings per shate pursuant to the
two-class method. The FSP is effective for financial statements issued for fiscal years beginning after
December 15, 2008, and interim periods within those fiscal years. Upon adoption, a Company 1s required
to retrospectively adjust its earnings per share data (including any amounts related to interim periods,
summaries of earnings and selected financial data) to conform to provisions of this FSP. The Company is
currently evaluating the impact, if any, that the adoption of FSP EITF 03-6-1 will have on its consolidated
results of operations or financial cordition. ' ' ‘

In May 2008, the FASB issued SFAS No. 162, “The Hierarchy of Generally Accepted Accounting
Principles” (“SFAS No. 1627). SFAS No. 162 is intended to improve financial reporting by identifying a
consistent framework, or hierarchy, for selecting accounting principles to be used in preparing financial
statements that are presented in conformity with generally accepted accounting principles. SFAS No.
162 will become effective 60 days following the SEC’s approval of the Public Company Accounting
Oversight Board amendments to AU Section 411, “The Meaning of Present Fairly in Conformity With
Generally Accepted Accounting Principles.” The Company does not anticipate the adoption of SFAS No.
162 will have a material impact on its results of 0p§rations; cash flows or financial condition. =

In April 2008, the FASB issued FSP FAS 142-3, “Determination of the Useful Life of Intangible Assets”
(“FSP FAS 142-3"). FSP FAS 142-3 amends the factors that should be considered in developing renewal
or extension assumptions used to determine the useful life of a recognized intangible asset under

FASB Statement No. 142, Goodwill and Other Intangible Asset. FSP FAS 142-3 also requires expanded
disclosure related to the determination of intangible asset useful lives. FSP FAS 142-3 is effective for
financial statements issued for fiscal years beginning after December 15, 2008, and interim periods
within those fiscal years. The Company is currently evaluating the impact that the adoption of FSP FAS
142-3 will have on its consolidated results of operation, cash flows or financial condition.

In March 2008, the FASB issued Statement No. 161, “Disclosures about Derivative [nstruments and
Hedging Activities” (“SFAS No. 1617). SFAS No. 161 amends and expands the disclosure requirements
of Statement No. 133, “Accounting for Derivative Instruments and Hedging Activities.” It requires
qualitative disclosures about objectives and strategies for using derivatives, quantitative disclosures about
credit-risk-related contingent features in derivative agreements. SFAS No. 161 is effective for financial
statements issued for fiscal years and interim periods beginning after November 15, 2008. The Company
does not anticipate the adoption of SFAS No. 161 will have a material impact on its results of operations,
cash flows or financial condition.

In December 2007, the FASB issued Statement No. 141 (revised 2007), “Business Combinations” (“SFAS
No. 141R”). SFAS No. 14IR establishes principles and requirements for how the acquirer in a business
combination recognizes and measures in its financial statements the identifiable assets acquired, the
liabilities assumed, any controlling interest in the business and the goodwill acquired. SFAS No. 141R
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further requires that acquisition-related costs and costs associated with restructuring or exiting

activities of an acquired entity will be expensed as incurred. SFAS No. 141R also establishes disclosure
requirements that will require disclosure on the nature and financial effects of the business combination.
SFAS No. 141R will impact business combinations for the Company that may be completed on or after
July 1, 2009. The Company cannot anticipate whether the adoption of SFAS No. 141R will have a material
impact on its results of operations and financial condition as the impact is solely dependent on whether
the Company enters into any busmess combinations after July 1, 2009 and the terms of such transactions.

In March 2007, the FASB ratified EITF Issue No. 06-11, “Accountmg for lncome Tax Benefits of
Dividends on Share-Based Payment Awards.” EITF 06-11 requires companies to recognize, as an
increase to additioral paid-in capital, the income tax benefit realized from dividends or dividend
equivalents that are charged to retained carnings and paid to employees for non-vested equity-
classified employe¢ share-based payment awards. EITF 06-11 is effective for fiscal years beginning
after September 15 2007. The Company does not expect EITF 06-11 to have a material impact on its
consolidated results of operations or cash flows. -

In February 2007, ' he FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and
Financial Liabilities” (“SFAS No. 159™). SFAS No. 159 is effective for fiscal years beginning after
November 15, 200'. This statement provides companies with an option to measure selected financial
assets and liabilitie s at fair value. The Company has not elected to measure such selected financial assets:
and liabilities at fa(r value. As such, the Company does not expect the adoption of SFAS No. 1539 to have a
material impact or its consolidated results of operations, cash flows or financial condition.

|, . .
In September 2000, the FASB issued SFAS No. 157, “Fair Value Measurements” (“SFAS No. 157™). This.
statement clarifies the definition of fair value, establishes a framework for measuring fair value, and
expands the disclcsures on fair value measurements. SFAS No. 157 is effective for fiscal years beginning
after November 14, 2007. The Company does not expect the adoption of SFAS No. 157 to have a material
impact on its consolidated results of operations, cash flows or financial condition.

¥

NOTE 2. RECLASSIFICATIONS WITHIN CONSOLIDATED BALANCE SHEETS AND
STATEMENTS DF CONSOLIDATED CASH FLOWS

The Company 'ha: reclassified funds held for clients and client funds obligations that had been previously
presented outside of current assets and current liabilities, respectively, within the Consolidated Balance
Sheets, to curreni assets and current liabilities, respectively for all periods presented. Previously
presented amoun s reclassified were as follows:

Year ended June 30, ' 2007
Funds held for chients - $18,489.2
Client funds Obll zations ' $ 18 ,673.0

Thls reclass:ﬁca* ion had no impact on total assets or liabilities for any period presented.
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Additionally, the Company has reclassified the net increase (decrease) in client funds obligations in the
Statements of Consolidated Cash Flows from investing activities to financing activities for all periods
presented. The impacts of the reclassifications were as foliows:

Years ended June 30, ‘ 2007 2006

Net cash flows provided by (useéd in) investing

activities - as previously reported '$ 4308 §$§ 4522
Impact of reclassification $ (707.7) § 1743
Net cash flows (used in) provided by investing activities - as reclassnﬂed -$ (2769) $ 6265
Net cash flows used in financing activities - as previously reported $(1,884.4) $(1,348.8)
Impact of reclassification § 7077 $ (174.3)
Net cash flows (used in) provided by ﬁnancm;:, activities - as reclassnf'ed $(I 176.7)  $(1,5231)

This reclassification had no impact on the net change in cash and cash equivalents or cash flows from .
operating activities for any period presented.

Refer to Note 6 “Corporate Investments and Funds Held for Clients” for additional disclosures related to
funds held for clients and client funds obligations.

NOTE 3. OTHER INCOME., NET

Other income, net consists of the following:

Years ended June 30, 2008 2007 2006
Interest income on corporate funds $(149.5) $(165.0) $(140.4)
Gain on sale of building ‘ (16.0) -
Gain on sale of investment ' -- (38.6) =
Realized gains on available-for-sale securities (10.1)y  ~ (20.8) (13.3)
Realized losses on available-for-sate securities 11.4 12.5 17.9
Other, net ' - (2.3) --
Other income, net $(166.5) $(21L. 9) ${(135.8)

In fiscal 2008, the Company sold a building for $20.7 million, which resulted in a net gain of $16.0
million. The Company will receive cash re]aled to the sale of this building in the first quarter of the fiscal
year ended June 30, 2009. :

In fiscal 2007 the Company sold a minority investment that was previously-accounted for using the cost
basis. The Company’s sale of this investment resulted in a gain of $38.6 million,

The Company has an outsourcing agreement with Broadridge pursuant to which the Company will
continue to provide data center outsourcing services, principally information technology services and
service delivery network services, t¢ Broadridge in the same capacity post-spin as it had been pre-spin.
As a result of the outsourcing agreement, the Company recognized income of $107.8 million in fiscal -
2008, which is offset by expenses associated with providing such services of $105.5 million, both of
which were recorded in other income, net on the Statements of Consolidated Earnings. The Company had
a receivable on the Consolidated Balance Sheets from Broadridge for the services under this agreement
of $9.7 million and $9.6 million on June 30, 2008 and 2007, respectively.
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NOTE 4. ACQUISITIONS

Assets acquired and liabilities assumed in business combinations were recorded on the Company’s
Consolidated Balani e Sheets as of the respective acquisition dates based upon their estimated fair values
at such dates. The results of operations of businesses acquired by the Company have been inciuded in

the Statements of Consolidated Earnings since their respective dates of acquisition. The excess of the
purchase price over the estimated fair values of the underlying assets acquired and liabilities assumed
was allocated to gocdwill. In certain circumstances, the allocations of the excess purchase price are based
upon preliminary estimates and assumptions. Accordingly, the allocations are subject to revision when
the Company receives final information, including appraisals and other analyses, which typically oceurs
within one year froin the date of acquisition.

The Company acquired four businesses in fiscal 2008 for approximately $45.9 million, net of cash
acquired. These acquisitions resulted in approximately $37.7 million of goodwill. Intangible assets
acquired, which totaled approximately $11.6 million, consist primarily of software, and customer
contracts and lists that are being amortized over.a weighted average life of 9 years. In addition, the
Company made $5° .4 million of contingent payments in fiscal 2008 relating to previously consummated-.
acquisitions. As of June 30, 2008, the Company had contingent consideration remaining for all
transactions of approximately $25.6 million.

The Company acqu ired eleven businesses in fiscal 2007 for approximately $434.4 million, net of cash
acquired. These aciquisitions resulted in approximately $327.2 million of goodwill. Intangible assets
acquired, which totaled approximately $157.9 million, consist primarily of software, and customer contracts
and lists that are being amortized over a weighted average life of 9 years. In addition, the Company made
$12.5 million of cotingent payments in fiscal 2007 relating to previously consummated acquisitions.

The Company acgnired five businesses in fiscal 2006 for approximately $353.8 million, net of cash
acquired. These acquisitions resulted in approximately $362.5 million of goodwill. Intangible assets
acquired, which tolaled approximately $74.7 million, consist primarily of software, and customer contracts
and lists that are bi:ing amortized over a weighted average life of 10 years. In addition, the Company made
$0.7 million of cor tingent payments in fiscal 2006 relating to previously consummated acquisitions.

The acquisitions ¢ iscussed above for fiscal 2008, 2007 and 2006 were not material, either individually or
in the aggregate, 10 the Company’s operations, financial position or cash flows.

NOTE 5. DIVESTITURES

b '
On June 30, 2007, the Company entered into a definitive agreement to sell its Travel Clearing business for
approximately $1. 6.0 million in cash. The Company completed the sale of its Travel Clearing business on
July 6, 2007. The Travel Clearing business was previously reported in the “Other” segment. In connection
with the disposal of this business, the Company has classified the results of this business as discontinued
operations for all periods presented. Additionally, in January 2008, the Company finalized a purchase price
adjustment and r¢ ceived an additional payment of $7.2 million, for which the Company recorded a gain of
$7.2 million, or $ 1.9 million after taxes, within earnings from discontinued operations on the Statements of
Consolidated Earnings. During fiscal 2008, the Company reported a gain of $95.8 million, or $62.2 million
after taxes, withiy earnings from discontinued operations on the Statements of Consolidated Earnings.
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On March 30, 2007, the Company completed the tax-free spin-off of its-former Brokerage Services Group
business, comprised of Brokerage Services and Securities Clearing and Qutsourcing Services, into an .
independent publicly traded company called Broadridge. As a result of the spin-off, ADP stockholders

of record on March 23, 2007 (the “record date”) received onc share of Broadridge common stock for
every four shares of ADP common stock held by them on the record date and cash for any fractional
shares of Broadridge common stock. ADP distributed approximately 138.8 million shares of Broadridge
common stock in the distribution. The spin-off was made without the payment of any consideration or the
exchange of any shares by ADP stockholders. The Company has classified the results of operations of the
spun-off business as discontinued operations for all periods presented.

During fiscal 2008, the Company recorded a net gain of $10.2 miilion, net of taxes, within earnings from
discontinued operations related to a change in estimated taxes on the divestitures of businesses of $11.3 million, -
partially offset by professional fees incurred in connection with the divestitures of businesses of $1.1 million. .

On January 23, 2007, the Company completed the sale of Sandy Corporation; a business within the
Dealer Services segment, which specializes in sales and marketing training, for approximately $4.0
million in cash and the assumption of certain liabilities by the buyer, plus an additional earn-out
payment if certain revenue targets are achieved. The Company has classified the results of.operations-
of this business as discontinued operations for all periods presented. Additionally, during the fiscal year
2007, the Company reported a gain of $11.2 million, or $6.9 million after tax, within earnings from
discontinued operations on the Statements of Consolidated Earnings. In March 2008, the Company
received an additional payment of $2.5 million, which represented a purchase price adjustment for the .:
sale of Sandy Corporation. The Company recorded an additional gain of $2.5 million, or $1.6 million net
of tax, within earnings from discontinued operations during fiscal 2008.

On April 13, 2006, the Company completed the sale of its Claims Services business to Solera, Inc. for,
$975.0 million in cash and reported a gain of $560.9 million, or $452.8 miltion after tax, in fiscal 2006.
In fiscal 2007, the Company received an additional payment of $13.2 million, or $12.6 million after
tax, from Solera, Inc., which represented the final purchase price adjustment for the sale of the Claims
Services business. The Company reported the gain and the final purchase price adjustment within
earnings from discontinued operations on the Statements of Consolidated Earnings. The Claims Services
business was a separate operating segment of the Company and was reported in the “Other” segment. In
connection with the disposal of this business, the Company has classified the results of operations of this
business as discontinued operations for all periods presented.
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On January 20, 2006, the Company completed the sale of the Brokerage Services Group’s financial
print business for $7.3 million in cash. The Company classified the results of operations of this business:
as discontinued operitions in fiscal 2006. In connection with the plan to dispose of the financial print
business, the Compa 1y recorded an impairment charge of $18.6 million in order to reflect the assets of
this business at fair value in fiscal 2006 in accordance with SFAS No. 144, This impairment charge is
included in the earnings from discontinued operations on the Statements of Consolidated Earnings.

Operating results for all discontinued operations were as follows:

Years ended June 3(, ' 2008 2007 2006

Revenues - - ‘ , B S - $1,518.7 $24276
Earnings from discontinued operations before income taxes -- 201.4 425.7
Provision for incom: taxes -- 104.8 166.4

Net earnings 'from ¢ iscontinued operations before gain
on disposal of discontinued operations - 96.6 259.3
Gain on disposal of discontinued operations, net of ) ‘
provision for income taxes of $23.2, $5.8 and $108.1 for
fiscal 2008, 2007 and 2006, respectively 74.0 20.9 4528

Net earnings from 'Jiscontinued operations § 740 §$ 1175 § 7121

The following are the major classes of assets and liabilities related to the discontinued operations as of
June 30, 2007: ‘

Assets;
Cash : $ 147
Accounts receiable, net 127
Property, plant and equipment, net 5.3
Goodwill : 10.1
Intangible asse s, net - 9.6
Other assets - 5.3
Total $ 577
Liabilities:
Accrued exper ses $ 159
Income taxes jlayable 14
Other liabilities 1.8
Total § 19.1
52




NOTE 6. CORPORATE INVESTMENTS AND FUNDS HELD FOR CLIENTS -

N '

Corporate investments and funds held for clients at June 30, 2008 and 2007 are¢ as follows;

Type of issue:

Money market securities and-other cash equivalents -+

Available-for-sale securities:
U.S. Treasury and direct obligations of
U.S. government agencies
Corporate bonds
Asset-backed securities

Canadian government obligations and
Canadian government agency obligations

Other securities '
Total available-for-sale securities

Total corporate investments and funds held for clients

Type of issue:
Money market securities and other cash equivalents
Available-for-sale securities: - ‘
U.S. Treasury and direct obligations of
U.S. government agencies
Corporate bonds
Asset-backed sécuritiés
Canadian gbvemmem abligations and
Canadian government agency obligations
Other securities - ‘
Total avatlable-for-sale securities
Total corporate investments and-funds held for clients

L ]

»

.

June 30, 2008
Gross Gross

Amortized Unrealized Unrealized
Cost Gains LLosses Fair Value

$ 2,012.8 $ . - $., - $ 2.012.8

o LTR © o

_6,138.5 109.6 L (142 62339
43435 42.0 T88) | 43567
1,821.8 18.4 Gan' 1,836.5

s . ! L ' 4
1,009.1 15.1 . TE0.5) 1,023.7
1.611.4 219 L (1T .. 16156
14,924.3 207.0 (64.9) 15.066.4
$16,937.1 $207.0 $(64.9) $17,079:2

June 30,2007

. . .+ Gross _Gross | ,

Amortized Unrealized " Unrealized
Cost © Gains Losses *'° Fair Value
) ! T P .

. ] . - " . .

.$ 7.0044 g - - % .- .85 70044
. + ' [
60109 17 (90.0) 50226
3,388.6 2.0 (38.2) . 33524

.1.906.5 0.6 (21,1) ., . 1,886.0
10425 02 (22.3) 10204
1,205.8 0. (18.5)° " 1,188.0

. 13,554.3 52 - 901" 13.369.4

$20!558.?' $52-0 .0 30901) . $203738

L

Classification of investments on the Consolidated Balance Sheets is as follows:

June 30,

Corporate investments:
Cash and cash equivalents
Short-term marketable securities '
Long-term marketable securities o
Total corporate investments
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8

9175 § L746.1

6663 - 704
- 765 T 68.1

-5

16603 § 18846
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Funds held for clients represent assets that, based upon Company’s intent, are restricted for use solely
for the purposes of sz tisfying the obligations to remit funds relating to our payroll and payroll tax filing
services, which are c¢:assified as client funds obligations on our Consolidated Balance Sheets. Funds held
for clients have been invested in the following categories:

June 30, , y 2008 2007

Funds held for clients:
Restricted cash aiid cash equivalents held

to satisfy client funds obligations - $ 9557 § 5,189.2 .
Restricted short-ferm marketable securities held :

to satisfy client funds obligations 1,666.7 2,403.2
Restricted long-t:rm marketable securities held

to satisfy cliet funds obligations 12,656.9 10,827.7
Other restricted iissets held to satisfy client

funds obligat ons . 139.6 69.1.

Total funds held for clients - $154189 $18,489.2

The amount of colh: :cted but not yet remittéd funds for the Company’s payroll and payroll tax filing and
other services varies significantly during the fiscal year, and averaged approximately $15,654.3 million,
$14,682.9 million a1d $13,566.2 million in fiscal 2008, 2007 and 2006, respectively.

Client funds obliga tlons represent the Company’s contractual obligations to remit funds to satisfy clients’
payroll and tax pay ment obllgatlons and are recorded on the Consolidated Balance Sheets at the time that
the Company impcunds funds from clients. The client funds obligations represent liabilities that will be
repaid within one vear of the balance sheet date. The Company has reported client funds obligations as a
current liability on the Consolidated Balance Sheet totaling $15,294.7 million and $18,673.0 million as of
June 30, 2008 and 2007, respectively. The Company has classified funds held for clients as a current asset
since these funds ¢ re held solely for the purposes of satisfying the client funds obligations.

The Company has reported the cash flows related to the purchases of corporate and client funds
marketable securilies and related to the proceeds from the sales and maturities of corporate and client
funds marketable iecurities on a gross basis in the investing section of the Statements of Consolidated
Cash Flows. The (Company has reported the cash inflows and outflows reiated to client funds investments
with original matirities of 90 days or less on a net basis within “net decrease (increase) in restricted cash
and cash equivale ats and other restricted assets held to satisfy client funds obligations” in the investing
section of the Statements of Consolidated Cash Flows. The Company has reported the cash flows related
to the cash receivi:d from and paid on behalf of clients on a net basis within “net (decrease) increase in
client funds oblig itions” in the financing section of the Statements of Consolidated Cash Flows.

At June 30, 2008, approximately 90% of our available-for-sale securities held AAA or AA ratings, as
rated by Moody’s, Standard & Poor’s and, for Canadian securities, Dominion Bond Rating Service.
The Company evaluates unrealized losses on available-for-sale securities for other-than-temporary
impairment base:] upon whether the unrealized losses were interest rate related or credit related, and
based upon the longth of time and the extent to which the fair value for each individual security has
been below cost. As of June 30, 2008, the Company determined that none of the unrealized losses were
other-than-temporary.
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" Available-for-sale securities that have been in an unrealized loss position for a period of less than and
greater than 12 months as of June 30, 2008 are as follows:

Unrealized Fair market Unrealized

losses value less losses Fair market  Total pross Total fair
less than than greater than  value greater  unrealized  market
12 months 12 months 12 months  than 12 months losses value
U.S. Treasury and direct obligations of
LS. government agencies $(14.2) $ 7623 £ - 5 - £(14.2) £ 7623
Asset backed securities 3.7 27710 - .24 - ) 2794
Corporate bonds (28.4) 1,771.9 (0.4) 3.7 (28.8) 1,775.6
Canadian government obligations and o
Canadian government agency ' R ’
obligations {0.5) 51.4 - - (0.5) 514
Other securities (13.5) 837.8 (4.2} 737 (7.7 911.5
’ $(60.3) $3,700.4 $(4.6) 37198 £(64.9) $3,780.2

Expected maturities of available-for-sale securities at June 30, 2008 are as follows:

Maturity Dates: . Ld .
Due in one year or less . $ 23330
Due after one year up to two years i . . 2,788.1 I
Due after two years up to three years 29329
Due after three years up to four years 3,086.7
Due after four years St 3,925.7
Total available-for-sale securities  ° . . $ 15,0664 E

NOTE 7. RECEIVABLES ' . o ‘ ot

Accounts receivable is net of an allowance for doubtful accounts of $38.4 million and $30.8 million at
June 30, 2008 and 2007, respectively.

The Company’s receivables include notes receivable for the financing of the sale of computer systems,
most of which are due from automotive, heavy truck and powersports dealers. These notes receivable are
reflected on the Consolidated Balance Sheets as follows:

June 30, 2008, . . - 2007 .

. A o Current. Long-term Current Long-term
Receivables . §1777  $259.7  $173.6  $249.7
Less: S : :

Allowance for doubtful accounts (4.5) (7.9) {4.8) (8.3)
Unearned income ' o : (18.1) (17.8) (16.9) '(14.9)

$155.1 - $234.0 $151.9  .§226.5
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L.ong-term receivable ; at June 30, 2008 mature as follows:

2010 $129.9

201 : 79.3
2012 ‘ 37.2
2013 12.3
2014 1.0

$259.7

NOTE 8. PROPERTY, PLANT AND EQUIPMENT "

Property, plant and ejquipment at cost and accumulated depreciation at June 30, 2008 and 2007 are as
follows:

June 30, Ca 2008 2007

Property, plant and ¢ quipment: : o '
§ 7143

Land and buildinzs $ 6845
Data processing 1:quipment 747.3 684.0
Furniture, leaseh>lds and other 407.8 375.8
' 1.869.4  1,7443
Less: accumulated epreciation (1,126.5)  (1,020.5)
Property, plant and :quipment, net $ 7429 § 7238

NOTE 9. GOODW ILL AND INTANGIBLE ASSETS, NET
Changes in goodwill for the fiscal year ended June 30, 2008 and 2007 are as follows: .

Employer PEO Dealer

bxodau jenuuy BOOZJ

. ’ ' . Services  Services - Services Total
Balance as of June 30, 2006 $1,2414 $4.8 $730.0. $1,976.2
Additions and other adjustments, net 313.0 - 21.7 334.7
Currency translation adjustments 22.2 -- 20.5 42.7
Ralance as of June 30, 2007 $ 1,576.6 $4.8 $772.2  $2,353.6
Additions and oth¢ r adjustments, net (19.1) - 25.5 6.4
Currency translation adjustments 58.2 -- 8.5 66.7
Balance as of June 30, 2008 $ 1.615.7 $4.8 3$806.2 $2.426.7

In fiscal 2008, 2007 and 2006, the Company performed the required impairment tests of goodwill and

determined that tkere was no impairment.
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Components of intangible assets are as follows:

1, [

June 30, - - : . 2008 2007
" Intangibles: . \ : -
Software and software licenses ‘ : $1,045 § 9470
Customer contracts and lists . . S 627.0 712.0
Other intangibles 197.2 2456

1,828.7 1;904.6 -
Less accumulated amortization: - e
Software and software licenses ' - '(805.4) (694.5)

Customer ¢ontracts and lists (293.5) (349.6)
Other intangibles (92.7) ° (172.5)

' ' ' O (1,191.6)  (1,216.6)
Intangible assets, net ' $§ 637.1 '§ 688.0

Other intangibles consist primarily of purchased rights, covenants, patents and trademarks (acquired
directly or through acquisitions). All of the intangible assets have finite lives and, as such, are subject

to amortization. The weighted average remaining useful life of the intangible assets is 8 years (3 years. ,.
for software and software licenses, 11 years for customer contracts and lists, and 10 years for other
intangibles). Amortization of intangible assets totaled $132.6 million, $145.5 million and $116.4 million
for fiscal 2008, 2007 and 2006, respectively.

Estimated amortization expenses of the Company’s existing intangible assets for the next five fiscal years
are as follows: : ‘ : _ ‘ L

2009 $134.0
2010 $118.3
2011 $ 86.3 ,
2012 $ 68.5
2013 $ 41.9
NOTE 10. SHORT-TERM FINANCING : R .

{n June 2008, the Company entered into a $2.25 billion, 364-day credit agreement with a group

of lénders. The 364-day facility replaced the Company’s prior $1.75 billion 364-day facility. The .
Company also has a $1.5 billion credit facility and a $2.25 billion credit facility that mature in June

2010 and June 2011, respectively. The five-year facilities contain accordion features under which the
aggregate commitments can each be increased by $500 million, subject to the availability of additional -
commitments. The interest rate applicable to the borrowings is tied to LIBOR or prime rate depending on
the notification provided by the Company to the syndicated financial institutions prior to borrowing. The
Company is also required to pay facility fees on the credit agreements. The primary uses of the credit
facilities are to provide liquidity to the commercial paper program and to provide funding for general
corporate purposes, if necessary. The Company had no borrowings through June 30, 2008 underthe -
credit agreements. ' - ¢ ' b C

The Company maintained a U.S. short-term commercial paper program, which provided for the issuance
of up to $5.5 billion in aggregate maturity value of commercial paper at the Company’s discretion. In
July 2008, the Company increased the U.S. short-term commercial paper program to provide for the -
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issuance of up to $6.0 billion in aggregate maturity value. The Company’s commercial paper program
is rated A-1+ by Standlard and Poor’s and Prime-1 by Moody’s. These ratings denote the highest quality
commercial paper securities. Maturities of commercial paper can range from overnight to up to 364
days. At June 30, 20C8 and 2007, there was no commercial paper outstanding. In fiscal 2008 and

2007, the Company’s average borrowings were $1.4 billion and $1.5 billion, respectively, at a weighted
average interest rate of 4.2% and 5.3%, respectively. The weighted average maturity of the Company’s
commercial paper in fiscal 2008 and 2007 was less than two days for both fiscal years.

The Company’s U.S. and Canadian short-term funding requirements related to client funds obligations
are sometimes obtair.ed on a secured basis through the use of reverse repurchase agreements, which are
collateralized principally by government and government agency securities. Thesc agreements generally
have terms ranging from overnight to up o five business days. At June 30, 2008, the Company had an
$11.8 million obligat on outstanding related to reverse repurchase agreements. The term of the reverse
repurchase transactinon matured on July 2, 2008 and the outstanding obligation was repaid. At June 30,
2007, there were no utstanding obligations under reverse repurchase agreements. In fiscal 2008 and
2007, the Company "ad average outstanding balances under reverse repurchase agreements of $360.4
million and $141.6 niillion, respectively, at weighted average interest rates of 3.4% and 4.4%, respectively.

NOTE 11. DEBT

Components of long-term debt are as follows:

June 30, 2008 2007

Industrial revenue t onds (with variable interest rates from 2.88% to 3.45%) $34.1 $36.6
Secured financing 20.7 -
Other ' - 7.1
54.8 43.7

Less: current porticn (2.7 (0.2)
$52.1 $43.5

During fiscal 2008, the Company entered into a secured financing agreement, whereby the Company
borrowed $21.1 mi lion from a third party in exchange for a security interest in a single client’s unbilled
accounts receivabli:, which is billable over a ten-year period. The Company will continue to collect
amounts due from the client as they are billed. The security interest in the receivables retained by

the third party is w ithout récourse against the Company in the event that the client does not make the
appropriate payments to the. Company. As of June 30, 2008, the Company has recorded approximately
$2.7 million within accrued expenses and other current liabilities and approximately $18.0 million within
long-term debt on the Company’s Consolidated Balance Sheets. © -

In fiscal 2007, the Company notified holders of its zero coupon convertible subordinated notes that
the Company would redeem all the notes that were outstanding as of the end of the business day

on March 19, 2007’ (the “redemption date™). Prior, to the redemption date, notes with a face value of
approximately $39 million.were converted-into approximately one million shares of the Company’s
common stock. The Company subsequently redeemed the remaining 352 notes outstanding as of the
redemption date at a redemption price of $775 for each note, rcpresentmg the accrued value of each note
at the time of the - edemptlon

The fair value of ?he industrial revenue. bonds and other debt, included above, approximates carrying
value,
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Long-term debt repayments at June 30, 2008 are due as follows:

2010 $.28

_ . - 2011 2.8
o . o 2012 . 2.8
. o 2013 259
v 2014 28

' Thereafter 15.0

T $52.1

Cash p:;yments relating to interest on long-term debt and the shor't term financing arrangements
described in Note 10 were approxnmately $82.1 million, $93.5 million, and $674 million in fiscal 2008,
2007 and 20006, respectively.

NOTE 12. FOREIGN CURRENCY RISK MANAGEM ENT PROGRAMS

In fiscal 2006, the Company had an butstanding foreign exchange forward contract to hedge against
foreign exchange fluctuations on a Canadian dollar-denominated short-term intercompany loan. This
forward contract did not qualify for foreign currency fair value hedge accounting treatment in accordance
with SFAS No. 133 and, therefore, was recorded at fair value with any gains or losses recognized in
current period earnings. In fiscal 2006, the Company recorded foreign exchange net losses of $4.0 million
on the re-measurement of this foreign exchange forward contract, which offset the foreign exchange net
gains of $4.4 million recorded on the re-measurement of the Company’s Canadian dotlar-denominated
short-term intercompany loan. Both the Company’s foreign exchange forward contract and Canadian
doliar-denominated short-term intercompany loan matured in April 2006. The cash flows from the
Company’s derivative contract are reﬂected as operating activities in the Consolidated Statements of
Cash Flows, .

There were no derivative financial instruments outstanding at June 30, 2008 or 2007. The Company does
not hold any derivative instruments for trading purposes.

" 1 +

NOTE 13. EMPLOYEE BENEFIT PLANS

A. Stock Plans, The Comipany accounts for stock-based compensation in accordance with SFAS No.
123R, “Share-Based Payment” (“SFAS No. 123R”), which requires stock-based compensation expénse
to be recognized in net earnings based on the fair valué of the award on the date of grant. Stock-based
compensation consists of the following:

o Stock Options. Stock options are granted to employees at exercise prices equal to the
fair market value of the Company’s common stock on the dates of grant. Stock options
are issued under a grade vesting schedule, gencrally vest ratably over five years and
have a term of 10 years. Compensation expense for stock options is recognized over the
requisite service period for each separately vestmg portlon of the stock option award :

e - . Employee Stock Purchase Plan. The Company offers an employee stock purchase -
plan that atlows eligible employees to purchase shares of common stock at a price equal
to 85% of the market value for the common stock at the date the purchase price for the
offering is determined. Compensation expense for the employee stock purchase planis -
recognized on a straight-line basis over the vesting period of 24 months.
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Restr cted Stock.

0

Time-Based Restricted Stock. The Company has issued time-based
restricted stock to certain key employees. These shares are restricted as to
transfer-and in certain circumstances must be returned to the Company at the
original purchase price. The Company records stock compensation expense
relating to the issuance of restricted stock over the period in which the transfer
restrictions exist, which is up to five years from the date of grant. The value of
the Company’s time-based restricted stock, based on market prices on the date
of grant, is recognized as compensation expense over the restriction period on
a'straight-line basns :

Performance-Based Restricted Stock. In fiscal 2007, the Company -
revised its stock-based compensation programs for non-executives, and

began awarding two-year performance-based restricted stock in place of
stock options. In addition, in fiscal 2007, the existing time-based restricted
stock program for key employees was largely eliminated and replaced by
two-year performance-based restricted stock on a prospective basis. The |
petformance-based restricted stock program contains a two-year performance
period and a subsequent six-month service period. Under this program, the.
Company communicates “target awards” to employees at the beginning -
of a performance period and, as such, dividends are not paid in respect

of the “target awards” during the performance period. After the two-year
performance period, if the performance targets are achieved, associates are
eligible to recetve dividends on any shares awarded under the program. The
performance target is based on EPS growth over the performance period with
possible payouts ranging from 0% to 125% of the “target awards”. SFAS No.
123R requires the measurement of stock-based compensation based upon the
fair value of the award on the grant date. Compensation expense is recognized
on a straight-line basis over the vesting term of approximately 30 months
based upon the probable performance target that will be met.

The Company currer tly utilizes treasury stock to satisfy stock option exercises, issuances under its

knodau |enuuy soozj

employee stock purchase plan and restricted stock awards. Stock-based compensation expense of $123.6
million, $130.5 million and $142.7 million was recognized in earnings from continuing operations in
fiscal 2008, 2007 an1 2006, respectively, as well as related tax benefits on such stock compensation

expense of $37.0 million, $38.9 million and $41.7 million, respectively.

Years ended June 30,

Operating expenses
Selling, general and administrative expenses
System development and programming costs

Total pretax stock-bised compensation expense included

in continuing operations

Total pretax stock-bused compensation expense 1ncluded_

in discontinued ¢ perations
Total pretax stock-based compensation expense
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2008 2007 2006
$ 254 § 233 § 237
76.7 84.7 95.7
21.5 22.5 233
$123.6 $130.5 §142.7
-- 18.2 32.2
$123.6 $148.7 §i74.9




As of June 30, 2008, the total remaining unrecognized compensation cost from continuing operations
related to non-vested stock options, the employee stock purchase plan and restricted stock awards
amounted to $42.8 million, $23.4 million and $88.8 million, respectively, which will be amortized over
the weighted average periods of 1.9 years, 1.3 years and 1.8 years, respectively.

In fiscal 2008, the following activity occurred under our existing plans:

Stock Options:
Number of Options Weighted Average Price
(in thousands) (in dollars)

Years ended June 30, 2008 2007 (a) 2006 2008 2007 (@) 2006
Options outstanding, :

beginning of year 53,786 73,189 70,395 $40 $49 $42
Options granted 2,047 3,449 9,189 $41 $43 $44
Options exercised (5,068) (11,740) (7,677) $34 $34 - 333
Options canceled (b) ‘ (1,638) (1L,112)  (5170) %43 $4t + 346
Options outstanding, end of year 49,127 53,786 66,737 $41- - $40 $43
Options exercisable, end of year 36,653 - 35,529 38,044" $41 %40 - $43
Shares available for future grants,

end of year ' - 22,799 ° 23,208 ° 14,164
Shares reserved for issuance under

stock option plans- ' 71,926 76,994 ° 80,901

(@) For fiscal 2007, the number of options and weighted average price were adjusted to reflect the impact of the
spin-off of Broadridge.

(b) Options cancelled for the year ended June 30, 2007 includes 7.8 million options held by Brokerage Services
Group business employees that were canceled or forfeited on March 30, 2007.

Pelrformance-Based Restricted Stock:

Number of Shares (a)
(in thousands)
Years ended June 30, 2008 2007 2006
Shares outstanding, beginning of year 1,711 238 --
Shares granted 1,487 2,021 250
Shares vested . (122) (79) %)
Shares forfeited (b) , (148) (469) N
Shares outstanding, end of year ' 2,928 - 1,711 238

(@ The number of shares was adjusted to reflect the impact of the spin-off of Broadridgé.

(b) Shares forfeited for the year ended June 30, 2007 includes 431,200 shares held by Brokerage Services Group
business employees that were forfeited on March 30, 2007.

The aggregate intrinsic value of stock options outstanding and exercisable as of June 30, 2008 was $136.0
million and $111.3 million, respectively, and the aggregate intrinsic value for stock options exercised in
fiscal 2008 was $56.3 million.
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Summarized information about stock options outstanding as of June 30, 2008 is as fotlows:

Qutstanding. L. Exercisable
: : Weighted Weighted
Exercise Number Remaining Average Number Average
Price of Options Life Price of Options Price
Range __ (in thousands) (in years) (in dollars)  (in thousands) (in dollars)
Under $15 i 0.5. $ 8 11 $ 8
$15t0 $25 8 04 $22 8 $22
$25 10 $35 K 5,403 36 $32 5,254 $32
$35 to $45 34,954 5.7 $40 22,924 - $40
$45 1o $55 8,751 29 $50 8,456 $50

In fiscal 2008, the Coinpary issued 1.9 million shares in connection with the employee stock purchase
plan offering that vest::d on December 31, 2007. The Company expects to issue approximately.1.9 million
and 2.0 million shares for the employee stock purchase plan offerings that vest on December 31, 2008 and
2009, respectively. In additton, in fiscal 2008, the Company issued 481,290 shares of restricted stock.

The fair value of each stock option issued prior to January 1, 2005 was estimated on the date of grant
using a Black-Scholes option pricing model. For stock options issued on or after January 1, 2005, the fair
value of each stock option was estimated on the date of grant using a binomial option pricing model. The
binomial model consiilers a range of assumptions related to volatility, risk-free interest rate and employee
exercise behavior. Expected volatilities utilized in the binomial model are based on a combination of '
implied market volatilities, historical volatility of the Company’s stock price and other factors. Similarly,
the dividend yield is based on historical experience and expected future changes. The risk-free rate

is derived from the U.S. Treasury yield curve in effect at the time of grant. The binomial model also
incorporates exercise ind forfeiture assumptions based on an analysis of historical data. The expected life
of the stock option gri.nts is derived from the output of the binomial mode! and represents the period of
time that options granted are expected to be outstanding,

The fair value for stock options granted was estimated at the date of grant with the following
assumptions:

Years ended June 30, 2008 2007 - 2006

Risk-free interest rate ' 2.8% - 4.6% 4.6% - 5.0% 4.0% - 4.6%
Dividend yield ‘ ‘ 1.7% - 2.7% 1.6%-1.7% -~ 14%-1.7%
Weighted average vol uility factor 22.8%-25.6% 18.4%-247% 17.1%-24.7%
Weighted average exy ected life (in years): c '
Stock options | - - 50. 49-56 55-5.6
Stock purchase plin 2.0 .+ 2.0 2.0
Weighted average fair value (in dollars): .
Stock options (a) | $ 831 8§ 10.77 § 9.92
Stock purchase pliin (a) $ 1199 ' $ 1124 $ 8.89

(a) The weighted ave age fair values were adjusted to reflect the impact of the spin-off of Broadridge.
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B. Pension Plans. The Company has a defined benefit cash balance pension plan covering substantially
all U.S; employees, under which employees are credited with a percentage of base pay plus interest.
The plan interest credit rate will vary from year-to-year based on the ten-year U.S. Treasury rate.
Employees are fully vested on completion of three years of service. The Company’s policy is to make
contributions within the range determined by generally accepted actuarial principles. In addition, the
Company has various retirement plans for its non-U.S. employees and maintains a Supplemental Officer
Retirement Plan (“SORP”). The SORP is a defined benefit plan pursuant to which the Company will pay
supplemental pension benefits to certain key officers upon retirement based upon the officers’ years of
service and compensation. o

A June 30 measurement date was used. in determining the Company’s beneﬂt obhgatlons and falr value of
plan assets. .

In September 2006, the FASB issued SFAS No. 158, “Employers’ Accounting for Defined Benefit -
Pension and Other Postretirement Plans — an amendment of FASB Statements No. 87, 88, 106 and
132(R)” (“SFAS No. 158”). This statement requires a company to (a) recognize in its statement of
financial position an asset for a plan’s overfunded status or a liability for a plan’s underfunded status, (b)
measure a plan’s assets and its obligations that determine its funded status as of the end of the emptoyer’s
fiscal year, and (c) recognize changes in the funded status of a defined benefit plan in the year in which ..
the changes occur (reported in comprehensive income). The requirement to recognize the funded status
of a benefit plan and the'related disclosure requirements were effective for the Company as of the end of
fiscal 2007 and the Company adopted the statement at that time. The adoption of SFAS No. 158 resulted
in a $63.1 million reduction, net of income taxes, in stockholders’ equity.

The Company’s pension plans funded status as of June 30, 2008 and 2007 is as follows:

June 30, , 2008 2007
Change in plan assets:
Fair value of plan assets at beginning of year $976.2  §821.8
Actual return on plan assets - ot (49.9) -+ ¢ 1507
Employer contributions o - 55.6 244
Benefits paid (29.7) (20.7)
Fair value of plan assets at end of year - ' '$952.2 §$976.2
Change in benefit obligation: : | '
Benefit obligation at beginning of year ' - $830.3 $762.7 r
Service cost . ) 46.1 42.2
Interest cost ' ‘ " 50.7 49.0
Actuarial and other gains (54.6) 29 .
Benefits paid 29.7) Qo7
Projected benefit obligation at end of year $842.8  §$830.3
Funded status - plan assets less benefit obligations §1094 $1459
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The impact of the ado stion of SFAS No. 158 resulted in a reduction to stockholders’ equity of $63.1
million, which consisis of the following adjustments to the Consolidated Balance Sheet as of June 30,
2007:

Current assets . : § 16
Noncurrent assets (51.3)
Current liabilities . . (2.8)
Noncurrent liabilities - : (10.6)
impact to stockholders’ equity

o
=N
bea

After the adoption of SFAS No. 158, the amounts recognized on the Consolidated Balance Sheets as of .
June 30, 2008 and 201}7 consisted of:

June 30, L ' - 2008 2007 -
Noncurrent assets . $180.6  $201.3
Current liabilities (3.6) (2.9)
Noncurrent liabilities - : C(67.6) © (52.5)
Net amount recogniz :d $1094 §1459

As a result of the adoption of SFAS No. 158, the $63.1 million that is recognized in accumulated other
comprehensive inconie (loss) consists of: . -

Years ended June 30, | 2007
Net actuarial and other loss, net of tax $(61.6)
Prior service cost, net of tax 0.5
Transition obligation, net of tax (1.09)
$(63.1

The accumulated benefit obligation for all defined benefit pension plans was $831.9 million and $824.3
million at June 30, 2008 and 2007, respectively.

The projected benefit obligation, accumulated benefit obligation and fair value of plan assets for the
Company’s pension plans with accumulated benefit obligations in excess of plan assets were $110.3
million, $103.4 milli»n and $39.1 million, respectively, as of June 30, 2008, and $95.9 million, $93.6
million and $40.5 m llion, respectively, as of June 30, 2007.

The components of 1iet pension expense were as follows:

Years ended June 3¢, | 2008 2007 2006

Service cost - benef ts earned

during the perioc $46.1 $422 %316
Interest cost on proji:cted benefits 50.7 - 49.0 39.6
Expected return on slan assets (67.2) (62.0) (56.0)
Net amortization ani deferral 10.4 14.6 19.3

$400 $438 § 345
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Net pension expense for fiscal 2007 and 2006 includes $3.5 million and $3.1 million, respectively, .
reported within earnings from discontinued operations on the Statements of Consolidated Earnings.

The net actuarial and other loss, transition obligation and prior service cost for the defined benefit
pension plans that are included in accumulated other comprehensive income (loss) and that have not yet
been recognized as components of net periodic benefit cost are $139.2 million, $1.5 million and $9.1
million, respectively, at June 30, 2008, The estimated net actuarial and other loss; transition obligation
and prior service cost for the defined benefit pension plans that will be amortized from accumulated

other comprehensive income (loss) into net periodic benefit cost over the next fiscal year are $0.7 million,

$0.2 million and $0.4 million, respectively, at June 30, 2008.

Assumptions used to determine the actuarial present value of benefit obligations were: -

Years ended June 30, 2008 2007
Discount rate 6.95% 6.25% '
Increase in compensation levels - - 5.50%  5.50% R

Assumptions used to determine the net pension expense generally were:

Years ended June 30, 2008 2007 - 2006

Discount rate ' 6.25% - 6.25%  5.25%
Expected long-term rate of return on assets 7.25% 7.25%  7.25%
Increase in compensation levels 5.50% 5.50%  5.50%

The discount rate is based upon published rates for high-quality fixed-income investments that produce
cash flows that approximate the timing and amount of expected future benefit payments

The long—term expccted rate of return on assets assumption is 7.25%. This percentage has been
determined based on historical and expected future rates of return on plan assets con51dcrmg thc target
asset mix and the long-term investment strategy.

Plan Assets

The Company s pension plans’ asset allocations at June 30, 2008 and 2007 by asset category Wwere as

follows: i ' o .
2008 2007
United States Fixed Income Securities 42% 30%
United States Equity Securities 41% 50%
International Equity Securities 17% 20%
Total 100% 100%

The Company’s pension plans’ asset investment strategy is designed to ensure prudent management

of assets, consistent with long-term return objectives and the prompt fulfillment of all pension plan
obligations. The investment strategy and asset mix were developed in coordination with an asset liability
study conducted by external consultants to maximize-the funded ratio with the least amount of volatility.
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The pension plans’ assets are currently invested in various asset classes with differing expected rates of
return, correlations and volatilities, including large capitalization and small capitalization U.S. equities,
international equities and U.S. fixed income securities and cash.

The target asset alloc ition ranges are as follows:
N 1

- United States Fixed Income Securities + . 35-45%"

United States Equity Securities ' 37 - 50%
Intern: tional Equity Securities . : 12 - 20%

. T :
The pension plans’ fixed income portfolio is designed to match the duration and liquidity characteristics
of the pension plans™ liabilities. In additton, the pension plans invest only in investment-grade debt
securities to ensure preservation of capital. The pension plans’ equity portfolios are subject to
diversification guidelines 1o reduce the impact of losses in single investments. Investment managers are
prohibited from buyiag or selling commodities and from the short selling of securities,

None of the pension Jlans’ assets are directly invested in the Company’s stock, although the pensinn
plans may hold a minimal amount of Company stock to the extent of the Company s participation in the
S&P 500 Index.

Contributions

The Company expects to contribute approximately $6.0 million to the pension plans in fiscal 2009.

Estimated Future Eenefit Payments

The benefits expecte d to be paid in each year from fiscal 2009 to 2013 are $44.1 million, $43.9 miilion,
$48.3 million, $52.2 million and $59.5 million, respectively. The aggregate benefits expected to be paid in
the five fiscal years from 2014 to 2018 are $412.7 million. The expected benefits to be paid are based on
the same assumptions used to measure the Company $ pension plans benefit obligation at June 30, 2008
and includes estimaied future employee service.

C. Retirement and Savings Plan. The Company has a 401(k) retirement and savings plan, which
allows eligible empl yees to contribute up to 35% of their compensation annually and allows highly
compensated emplo sees to contribute up to 10% of their compensation annually. The Company matches
a portion of employrie contributions, which aimounted to approximately $49.0 million, $47.5 million, and
$44.5 million for ca endar years ended December 31, 2007, 2006 and 2005, respectively.
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NOTE 14.. INCOME TAXES - -

Earnings from continuing operations before income taxes shown below are based on the geographic
location to which such earnings are attributable. . :

Years ended June 30, 2008 2007 2006
Earnings from continuing operations before income taxes: "
United States $1.6186 -$14574 3$1,251.2
Foreign 193.4 166.1 “110.0

$1,8120 $1,623.5 $1,361.2

The provision for income taxes consists of the following components:

Years ended June 30, 2008 2007 2006
Current: ! :
Federal ' $632.3  $482.0  $441.1
Foreign 79.2 703 - 524
State 31.5 34.9 30.8
Total current : ‘ 743.0.- 5872 5243
Deferred: . .
Federal : (75.7) 18.4 (1.0)
Foreign (10.8) 7.9 (5.2)
State ' (6.2) 4.6 1.2
Totaldeferred o (92.7)  -15.1 (5.0)
Total provision for income taxes s $650.3 $£602.3 - 35193

A reconciliation between the.Company’s effective tax rate and the U.S. federal statutory rate is as follows:

Years ended June 30, 2008 % 20077 %% 2006 %

Provision for taxes at U.S. . : -
statutory rate . . . $6342 350 $5682 . 350 , .$4764  35.0

Increase (decrease) in provision from: . e : ‘ .
State taxes, net of federal tax 16.4 0.9 25.7 1.6 20.8 1.6
‘Non-deductible stock-based ' . ‘ C -

compensation expense ‘' .55  03. 9.7 0.6 12.3 0.9

Tax on repatriated earnings ' - - "344 21 - 100 - 07
Utilization of foreign tax credits -- -- (26.5) (1.6) - --
Other =~ ' = : (5.8) (03) (9.2) (0.6) 02

38.2

'

$650.3 359 $602.3 " 37.1- §$5193

1
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The significant com »onents of deferred income tax assets and liabilities and their balance sheet
classifications are as follows:
1

Years ended June 3(, 2008 2007
Deferred tax assets:
Accrued expenses not currently deductible $190.1 $160.7
Stock-based com pensation expense 99.7 74.7
Unrealized investment losses, net -- 66.6
Net operating loises - 84.8 52.5
Other ) 25.7 19.7
' 400.3 374.2
Less: valuation allo ¥ances - (44.4) (3L.2)
Deferred tax assets, net $355.9 $£343.0
Deferred tax liabilities:
Accrued retiremant benefits $ 44.1 $ 83.0
Deferred revenue - . 86.3 -
Fixed and intanyjible assets 141.0 283.6
Prepaid expenses : 274 26.1
Unrealized inve stment gains, net 46.2 -
Tax on unrepatr ated carnings 42.] --
Other : 9.4 9.2
Deferred tax liabilities . $396.5  $401.9
Net deferred tax li: bilities ‘ $ 406 § 589

There are $92.3 million and $68.2 million of current deferred tax assets included in other current assets
on the Consoltdate:l Balance Sheets at June 30, 2008 and 2007, respectively. There are $44.8 million and
$1.8 million of lonji-term deferred tax assets included in other assets on the Consolidated Balance Sheets
at June 30, 2008 and 2007, respectively. There are $7.6 million and $1.2 million of current deferred tax
liabilities included in acerued expenses and other current liabilities on the Consolidated Balance Sheets at
June 30, 2008 and 2007, respectively.

Income taxes have not been provided on undistributed earnings of certain foreign subsidiaries in an -
aggregale amount of approximately $1,091.0 million as of June 30, 2008, as the Company considers such
earnings to be per nanently reinvested outside of the United States.

The additional U.5. income tax that would arise on repatriation of the remaining undistributed earnings
could be offset, in part, by foreign tax credits on such repatriation. However, it is impractical to estimate
the amount of net income and withholding tax that might be payable.

On October, 22, 2004, the ?\merican Jobs Creation Act {the “AJCA”) was signed into law. The AJCA
created a temporay incentive for the Company to repatriate earnings accumulated outside the U.S. by
allowing the Company to reduce its taxable income by 85 percent of certain eligible dividends received
from non-U.S. subisidiaries by the end of the Company’s fiscal year ended June 30, 2006. In connection
with the sale of the Claims Services business on April 13, 2006 and receipt of the related proceeds,

the Company elected to apply the provisions of the AJCA to qualifying earnings repatriations in fiscal
2006. As approved by our Board of Directors in June 2006, approximately $250 million was repatriated
under the AJCA. [ncome tax expense of approximately $10 million associated with this repatriation was
recorded in fiscal 2006.
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The Company has estimated foreign net operating loss carry-forwards of approximately $110.7 million as
of June 30, 2008, of which $30.5 million expires in 2010 through 2022 and $80.2 million has an indefinite
utilization period. In addition, the Company has estimated Federal net operating loss carry-forwards of
acquired companies of approximately $54.8 million as of June 30, 2008, which expires in 2009 through
2026. There is an annual limitation pursuant to Internal Revenue Code section 382 on the utilization of
the Federal net operating loss carry-forwards of approximately $25.4 million per year. The Company has
estimated state net operating loss carry-forwards of approx1mately $235.0 million as-of June 30, 2008,
which expire in 2009 through 2026. -

The Company has recorded valuation allowances of $44.4 million and $31.2 million at June 30, 2008 and
2007, respectively, to reflect the estimated amount of domestic and foreign deferred tax assets,that may
not be realized. A portion of the valuation aflowances.in the amounts of approximately $4.7 million.and .
$6.6 million at June 30, 2008 and 2007, respectively, relate to net deferred tax assets which were recorded
in purchase accounting. Any recognition of net deferred tax assets in future years will be a reduction

to goodwill until the adoption of SFAS No. 14]R. Subsequent to the adoption of SFAS No. 141R, any
such adjustments in future years will be recorded to our Provision for Income Taxes on the Statements of
Consolidated Earnings. '

Income tax payments were approximately $755.7 miltion, $718.2 million, and $601.8 million for fiscal
2008, 2007 and 2006, respectively.

On July 1, 2007, the Company adopted the provisions of FIN 48. As a result of the adoption, the
Company recorded a net decrease to retained earnings of $11.7 million, as well as a corresponding
increase to other liabilities on the Consolidated Balance Sheets. Among other things, FIN 48 requires that
a liability assoc1at_ed with an unrecognized tax benefit be classified as a long-term liability, except for the
amount for which a cash payment is anticipated within one year. Therefore, upon adoption, $100.6 million
of tax liabilities were reclassified from other current liabilities to other liabilities on the Consolidated
Balance Sheets.

As of July 1, 2007, the Company’s liabilities for unrecognized tax benefits, which include interest and
penalties, were $350.2 million. The amount that, if recognized, would impact the efiective tax rate is
$152.0 million. The remainder, if recognized, would principally affect deferred taxes.

As of June 30, 2008, the Conipany’s liabilities for unrecognized tax benefits, which include interest and
penalties, were $404.2 million. The amount that, if recognized, would impact the effective tax rate is
$171.2 mil‘li'on. The remainder, if recognized, would principally affect deferred taxes. '

A reconciliation of the beginning and ending amounts of unrecognized tax benefits is as follows:

Unrecognized tax benefits at July 1, 2007 . . $350.2
Additions for tax positions of the fiscal year ended June 30, 2008 ‘ 23.6
Reductions for tax positions of the fiscal year ended June 30, 2008 ' -
Additions for tax positions of periods prior to the fiscal year ended June 30, 2008 432
Reductions for tax positions of periods prior to the fiscal year ended June 30, 2008 (1 lS)
Settlements with tax authorities L (1.1)
Expiration of the statute of limitations (4.00
Impact of foreign exchange rate fluctuations ‘3.8
Unrecognized tax benefits at June 30, 2008 $404.2
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Subsequent to the adoption of FIN 48, interest expense and penalties associated with uncertain tax
positions have been recorded in the provision for income taxes on the Statements of Consolidated
Earnings. Prior to te adoption of FIN 48, interest expense was recorded in selling, general and
administrative expe nses. During the fiscal years ended June 30, 2008, 2007 and 2006, the Company
recorded interest expense of $18.4 million, $11.5 miltion and $13.4 million, respectively. At July 1, 2007,
the Company had a:crued interest of $97.6 million, recorded within other liabilities on the Consolidated
Balance Sheets. At June 30, 2008, the Company had accrued interest of $117.6 million recorded on the
Consolidated Balance Sheets, of which $53.5 million was recorded within income taxes payable, and the
remainder was recorded within other liabilities. At July 1, 2007, the Company had accrued penalties of
$19.8 million recorced within other liabilities on the Consolidated Balance Sheets. AtJune 30, 2008, the
Company had accried penalties of $26.9 million, of which $23.8 million was recorded within income taxes
payable, and the rernainder was recorded within other liabilities on the Consolidated Balance Shegts.

The Company is rontinely examined by the IRS and tax authorities in foreign countries in which it
conducts business, /s well as tax authorities in states in which it has significant business operations, such

as California, llinois, Minnesota, New York and New Jersey. The tax years under examination vary by
jurisdiction. The Company expects an IRS examination for the fiscal year ended June 30, 1998 through the
fiscal year ended June 30, 2007 to be completed during the fiscal year ending June 30, 2009. ADP is also
under examination Yy the following jurisdictions: California for fiscal years ended June 30, 2004 and June
30, 2005; IMinois fo: fiscal years ended June 30, 2004 and June 30, 2005; and Minnesota for fiscal years
ended June 30, 199i; through June 30, 2004. New York City commenced an audit of the fiscal year ended
June 30, 2003 through the fiscal year ended June 30, 2006 in the fourth quarter of the fiscal year ended June
30, 2008. New Jerstty commenced an audit for fiscal years ended June 30, 2002 through June 30, 2006 in
the fourth quarter of the fiscal year ended June 30, 2008. Canada has notified the Company that they will
commence a joint a :dit with the Province of Ontario for the fiscal year ended June 30, 2005 through the
fiscal year ended June 30, 2007 in the first half of the fiscal year ending June 30, 2009. The Province of
Alberta is examinir g the 2004, 2005 and 2006 tax returns. The Company regularly considers the likelihood
of assessments resulting from examinations in each of the jurisdictions. Once established, reserves are
adjusted when therc is more information available, when an event occurs necessitating a change to the
reserves or when th: statute of limitations for the relevant taxing authority to examine the tax position has
expired. The resolu ion of tax matters is not expected to have a material effect on the consolidated financial
condition of the Co npany, although a resolution could have a material impact on the Company’s Statements
of Consolidated Eaynings for a particular future period and on the Company’s effective tax rate.

During the fiscal y :ar ended June 30, 2008, the Company recorded a reduction in the provision for
income taxes of $1.2.4 million, which was primarily related to the settlement of a state tax matter, for
which the Compan s had previously recorded a liability for unrecognized tax benefits of $7.9 million and
a related deferred tx asset of $2.9 million. '

If certain pending 1ax matters settle within the next 12 months, the total amount of unrecognized tax
benefits may increise or decrease for all open tax years and jurisdictions. Based on current estimates,
settlements related to numerous jurisdictions and tax periods coula increase earnings in an amount up

to $90 million and =xpected net cash payments could be up to $80 million. The liability related to cash
payments expected to be paid within the next 12 months has been reclassified from other liabilities to
current liabilities on the Consolidated Balance Sheets. Audit outcomes and the tlmmg of audit settlements
are subject to signi‘icant uncertainty.
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Lastly, the Comipany acquired a business in May 1999 in a stock for stock transaction that was accounted
for by the Company as a pooling of interests under Accounting Principles Board Opinion No. 16
“Business Combinations.” During fiscal 2008, the Company recorded a tax-basis adjustment to Capltal in
Excess of Par Value on the Statements of Consolidated Stoakholders Equity.

NOTE 15. CONTRACTUAL COMMITMENTS, CONTINGENCIES AND OFF-BALANCE
SHEET ARRANGEMENTS

The Company has obligations under various facilities and equipment leases and software license
agreements. Total expense under these agreements was approximately $247.4 million, $281.0 million, and
$245.8 million in fiscal 2008, 2007 and 2006, respectively, with minimum commitments at June 30, 2008
as follows: '

Years ending June 30, : '

2009 $252.9
2010 217.9
2011 : 182.1
2012 156.1
2013 43.5
Thereafter 50.8

‘ $903.3

In addition to fixed rentals; certain leases require payment of maintenance and real estate taxes and
contatn escalation provisions based on future adjustments in price indices.

As of June 30, 2008, the Company has purchase commitments of approximately $309.3 million relating to
software'and equipment purchases and maintenance contracts, of which $107.7 million relates to fiscal 2009,
$65.8 million relates to f' scal 2010 and the remaining $135.8 million relates to fiscal 2011 through fiscal 2013.

The Company is sub]ect to various claims and litigation in the normal course of busmess The Company
does not believe that the resolution of these matters will have a malenal impact on the consolidated
ﬁnancnal statements ‘

It is not the Company’s business practice to enter into off-balance sheet arrangements. However, the
Company is exposed 1o market risk from changes in foreign currency exchange rates that could impact
its financial position, results of operations and cash flows. The Company manages its exposure to these
market risks through its regular operating and financing activities and, when deemed appropriate,
through the use of derivative financial instruments. The Company uses derivative financial instruments
as risk management tools and not for trading purposes. In the normal course of business, the Company
also enters into contracts in which it makes representations and warranties that relate to the performance
of the Company’s services and products. The Company does not cxpcct any material losses related to
such representations and warranties.
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NOTE 16. ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)

Comprehensive income is a measure of income that includes both net earnings and other comprehensive
income (loss). Other comprehensive income (loss) results from items deferred on the Consolidated
Balance Sheets in stockholders’ equity. Other comprehensive income (loss) was $309.6 million, $156.0
million, and $(140.4) million in fiscal 2008, 2007 and 2006, respectively. The accumulated balances for
each component of other comprehensive income (loss) are as follows:

June 30, 2008 2007 2006
Currency translation adjustments : $2846 $1567 $§ 803
Unrealized gain (loss) on available-for-sale

securities, net of tax 91.3 (118.4) (200.3)
Minimum pension liabitity adjustment

(prior to SFAS No. 158), net of tax (8.6) (8.6) (6.3)
Adoption of SFAS No. 158, net of tax (63.1) (63.1) -
Pension liability adjustment (post adoption of

SFAS No. 158), net of tax (28.0) -- -
Accumulated other comprehensive income (loss) : $2762_  § (334) §(1263)

NOTE 17. STAFF ACCOUNTING BULLETIN NO. 108

In fiscal 2007, the Staff of the SEC issued Staif Accounting Bulletin No. 108, “Considering the Effects of Prior
Year Misstatements when Quantifying Misstatements in Current Year Financial Statements” (“SAB 108”).

SAB 108 requires registrants to use a combination of two approaches to evaluate the materiality of identified
unadjusted errors: the “rollover” approach, which quantifies an error based on the amount of the error originating
in the current year income statement, and the *“iron curtain™ approach, which quantifies an error based on the
effects of correcting the misstatement existing in the balance sheet at the end of the current year, SAB 108 permits
compantes to-adjust for the cumulative efiect of immaterial errors relating to prior years in the carrying amount
of assets and liabilities as of the beginning of the current fiscal year, with an offsetting adjustment to the opening
balance of retained earnings in the year of adoption. in fiscal 2007, the Company adopted SAB 108.

In the course of evaluating the provisions of SAB 108, the Company identified the following
misstatements as of July 1, 2006. The adoption of SAB 108 resulted in an increase to opening retained
earnings as of July 1, 2006 of approximately $44.3 million, net of tax. Such errors, which management
previously deemed immaterial, were related to the following:

. . Overstated accrued expenses of $22.1 million, net of tax, related to professiona.l services,
termination of contracts and employee benefits, which arose prior to the fiscal year ended
. June 30, 2003

. Overstated accounts receivable reserves of $11.2 million, net of tax, which arose prior to
the fiscal year.ended June 30, 2001 :

e Overstated accrued expenses related to certain post retirement and non—_US pension plans by
$8.2 million, net of tax, of which $3.3 million arose in the fiscal year ended June 30, 2002 and
the remaining arose ratably over the fiscal years ended Junc 30, 2003, 2004, 2005 and 2006

. Overstated insurance and environmental reserves related primarily to worker’s
compensation liabilities and self-insured liabilities of $9.3 million, net of tax, which arose
prior to the fiscal year ended June 30, 2001

. Understated tax provision and liability, as well as related interest and penalties, of $6.5
million, related to tax deductions taken for the tax years 1998 through 20006

72




NOTE 18. FINANCIAL DATA BY SEGMENT AND GEOGRAPHIC AREA

Based upon similar economic characteristics and operational characteristics, the Company’s strategic
business units have been aggregated into the following three reportable segments: Employer Services,
PEO Services and Dealer Services, The primary components of “Other” are miscellaneous processing
services, and corporate allocations and expenses, including stock-based compensation expense. Certain
revenues and expenses are charged to the reportable segments at a standard rate for management reasons.
Other costs are recorded based on management responsibility. The fiscal 2007 and 2006 reportable
segments’ revenues and earnings from continuing operations before income taxes have been adjusted

to reflect updated fiscal 2008 budgeted foreign exchange rates. In addition, there is a reconciling item
for the difference between actual interest income earned on invested funds held for clients and interest
credited to Employer Services and PEO Services at a standard rate of 4.5%. The reportable segments’
results also include an internal cost of capital charge related to the funding of acquisitions and other
investments. All of these adjustments/charges are reconciling items to our reportable segments’ revenues
and/or earnings from continuing operations before income taxes and results in the elimination of these .
adjustments/charges in consolidation. Reportable segments’ assets include funds held for clients, but
exclude corporate cash, corporate marketable securities and goodwill.

Reconciling Items
Client  Cost of

Employer PEO Dealer Foreign Fund  Capital
Services  Services  Services Other Exchange Interest Charge Total

Year ended June 30, 2008 - :
Revenues from continuing operations  $ 6,243.1 $1,060.5 $1,3643 3% 49 $ 1187 S50y §% - . % 87765
Earnings from continuing .

operations before income taxes 1,601.4 104.9 232.0 (238.9) 15.9 (15.1} 11i.8 1,812.0
Assets from continuing operations 18,197.8 453 658.2 4,833 - -- -- 23.734.4 /_
Capital expenditures for ' o N

continuing operations 874 1.0 38.1 599 - - - 186.4 o
Depreciation and amortization 251.0 1.5 '86.8 91.6 Cee -~ (11L.8)~ 319.1(a) 8
Year ended June 30, 2007 i ] .. g
Revenues from continuing operations § 5.707.7 § 8848 $12573 § (1.5) § (454) 8% (29y § . - § 7.800.0 =
Earnings from continuing . . . o

operations before income taxes 14124 80.4 204.4 (177.0) (7.0 (290 133 1,623.5 PL
Assets from continuing operations 20.406.4 115.5 6194 54499 - -- - 26,591.2 -
Capital expenditures for ' o)

continuing operations 79.0 1.6 36.1 530 - -- - 169.7 o]
Depreciation and amortization 2467 1.6 8L1.7 72.1 T .- -~ (113.3) 288.8(a) o]

— = 3

Year ended June 30, 2006 R \
Revenues from continuing operations - 3 5,1626 § 7037 §1,097.7 § 36.9 , $(108.5) $(56.8) § - § 68356
Earnings from continuing ) i

operations before income taxes 1,259.3 54.9 159.7 (143.9) (12.1} (56.8) 100.1 1,361.2
Assets from continuing operations 19,067.5 (8.2) 6094 56127 -- -- -- 25,2814
Capital expenditures for ' '

continuing operations 874 0.7 45.1 119.6 - - " - 2528
Depreciation and amortization 251.8 1.7 73.0 19.6 - -- (100.1) 246.0(a)

(a) Includes $80.6 million, $79.9 million and $85.1 million of depreciation and amortization that does not relate
to our services and products.
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Revenues and assets from continuing operations by geographic area'are as follows:

Year ended June 30, 2008
Revenues from continuing operations
Assets from continuing operations

Year ended June 30, 2007
Revenues from continuing operations_
Assets from continuing operations

Year ended June 30, 2006
Revenues from continuing operations
Assets from continuing operations

NOTE 19. QUARTERLY FINANCIAL RESULTS (UNAUDITED)

United
States Europe © Canada  Other.-  Total
$ 7.0727 §1,1199 $ 3887 $1952 § 87765
$19.8134 $1951.3 $1,668.7 $301.0 $23,734.4
$ 64220 $ 9196 §- 3230 $1354 $ 7.800.0
$22,591.8 $1.8155 $1,963.9 $2200 $26,591.2
$ 56788 % 7426 % 2969 $1173 § 6,835.6
© $21,3804  $1,639.5 $2,0844 $177.1 $2572814

Summarized quarterly results of our continuing operations for the two fiscal years ended June 30, 2008

are as follows:

Year ended June 30, 2008

Revenues

Costs of revenues

Gross profit ‘

Net earnings from continuing operations

Basic earnings per share from continuing
operations

Diluted earnings per share from
continuing operations

Year ended June 30, 2007

Revenues _

Costs of revenues

Gross profit

Net earnings from continuing operations

Basic earnings per share from continuing
operations

Diluted earnings per share from
continuing operations

First Second Third Fourth
Quarter  Quarter  Quarter  Quarter
$1,9920 $2,150.1 $2,427.2 $2,207.1
$1,092.1  $1,1682 $1,2244 §$1,195.5
$ 8999 $ 9819 §1,2028 $1,011.6
$ 2404 $ 2916 § 4036 $ 2260
$ 045 $ 056 $ 078 § 044
$§ 045 § 055 $§ 077 § 043
$1,754.8 $1,8743 $2,171.0 $1,999.8
$ 9676 $ 991.8 $1,067.1 $1,060.8
$ 7872 § 8825 §1,1039 § 9390
$ 2192 § 2480 $ 360.1 $ 1938
$ 040 $ 045 $ 065 $ 036
$ 039 $ 045 § 065 $ 035
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NOTE 20. SUBSEQUENT EVENT (UNAUDITED)

In August 2008, the Company received the Board of Directors approval to purchase up to 50 million
additional shares of the Company’s common stock.

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None

Item 9A. Controls and Pchedures

Attached as Exhibits 31.1 and 31.2 to this Form 10-K are cert-iﬁcations of ADP’s Chief Executive Officer
and Chief Financial Officer, which are required by Rule 13a-14(a) of the Securities Exchange Act of 1934,

This “Controls and Procedures” section should be read in conjunction with the report of Deloitte & Touche

LLP that appears on pages 76-77 of this Form 10-K and is hereby incorporated herein by reference.

Management’s Evaluation of Disclosure Controls and Procedures

The Company carried out an evaluation (the “evaluation™), under the supervision and with the
participation of the Company’s management, including its Chief Executive Officer and Chief Financial
Officer, of the effectiveness of the Company’s disclosure controls and procedures, as defined in Rules
13a-15(e) and 15d-15(e} under the Securities Exchange Act of 1934, as amended (the “Exchange Act”).
Disclosure controls and procedures include, without limitation, controls and procedures designed to
ensure that information required to be disclosed by the Company in the reports that it files or submits
under the Exchange Act is accumulated and communicated to the Company’s management, including
its Chief Executive Officer and Chief Financial Officer, or persons performing similar functions,
as appropriate to allow timely decisions regarding required disclosure. Based on the evaluation, the
Company’s Chief Executive Officer and Chief Financial Officer have concluded that the Company’s
disclosure controls and procedures were effective as of June 30, 2008 in ensuring that (i) information
required to be disclosed by the Company in reports that it files or submits under the Exchange Act is
accumulated and communicated to the Company’s management, including its Chief Executive Officer
and Chief Financial Officer, to allow timely decisions regarding required disclosure and (it) such
information is recorded, processed, summarized and reported within the time periods specified in
Securities and Exchange Commission’s rules and forms. '

Management’s Report on Internal Control over Financial Reporting

It is the responsibility of Automatic Data P}ocessing, Inc.’s (“ADP”") management to establish
and maintain effective internal control over financial reporting (as defined in Rule 13a-15(f) under
the Securities Exchange Act of 1934). Internal control over financial reporting is designed to provide
reasonable assurance to ADP’s mahagemerit and board of directors regarding the preparation of reliable
financial statements for external purposes in accordance with generally accepted accounting principles.

ADP’s internal control over financial reporting includes those policies and procedures that:
(i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of ADP; (ii) provide reasonable assurance that transactions
are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of ADP are being made only in
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accordance with authorizations of management and directors of ADP; and (iii1) provide reasonable
assurance regarding the prevention or timely detection of unauthorized acquisition, use or disposition of
ADP’s assets that could have a material effect on the financial statements of ADP.

Because of its inherent limitations, internal control over financial reporting. may not prevent or
detect misstatements. Therefore, even those systems determined to be effective can provide only reasonable
assurance with respect to financial statement preparation and presentation.

Management has performed an assessment of the effectiveness of ADP’s internal control over
financial reporting as of June 30, 2008 based upon criteria set forth in Internal Control - Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based
on this assessment, management determined that ADP’s internal control over financial reporting was
effective as of June 30, 2008. '

/s/ Gary C. Butler
Gary C. Butler
President and Chief Executive Officer

/s/ Christopher R. Reidy -
Christopher R. Reidy -
Chief Financial Officer

Roseland, New Jersey
August 29, 2008

Changes in Internal Control over Financial Reporting

There were no changes in ADP’s internal control over financial reporting that occurred during
the quarter ended June 30, 2008 that have materially affected, or are reasonably likely to materially
affect, ADP’s internal control over financial reporting.

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Stockholders of
Automatic Data Processing, Inc.
Roseland, New Jersey

We have audited the internal control over financial reporting of Automatic Data Processing,
Inc. and subsidiaries (the “Company™) as of June 30, 2008, based on criteria established in Internal
Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission. The Company’s management is responsible for maintaining effective internal control over
financial reporting and for its assessment of the effectiveness of internal control over financial reporting,
included in the accompanying Management’s Report on Internal Control Over Financial Reéporting. Our
responsibility is to express an opinion on the Company’s internal control over financial reporting based
on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether effective internal control over financial reporting was maintained
in all material respects. Our audit included obtaining an understanding of internal control over financial
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reporting, assessing the risk that a material weakness exists, testing and evaluating the design and
operating effectiveness of internal control based on the assessed risk, and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed by, or under the
supervision of, the company’s principal executive and principal financial officers, or persons performing
similar functions, and effected by the company’s board of directors, management, and other personnel
to provide reasonable assurance regarding the reliability of financial reporting and the preparation
of financial statements for external purposes in accordance with generally accepted accounting
principles. A company’s internal control over financial reporting includes those policies and procedures
that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect
the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance with
generally accepted accounting principles, and that receipts and expenditures of the company are being
made only in accordance with authorizations of management and directors of the company; and (3)
provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use,
or disposition of the company’s assets that could have a material effect on the financial statements.

i

Because of the inhérent limitations of internal control over financial reporting, including the -
possibility of collusion or improper management override of controls, material misstatements dué to error
or fraud may not be prevented or detected on a timely basis. Also, projections of any evaluation of the
effectiveness of the internal control over financial reporting to future periods are subject to the risk that
the controls may become inadequate because of changes in condltlons, or that the degree of compliance
with the policies or procedures may deteriorate. ' :

In our opinion, the Company maintaired, in all material respects, effective internal control over
financial reporting as of June 30, 2008, based on the criteria established in Internal Control — Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.

We have also audited, in accordance with the standards of the Public Company Accounting
Oversight Board (United States), the consolidated financial statements and financial statement schedule
as of and for the year ended June 30, 2008 of the Company and our report, dated August 29, 2008,
expressed an unqualified opinion on those consolidated financial statements and financial statement
schedule and included an explanatory paragraph regarding the Company’s adoption of Financial
Accounting Standards Board Interpretation No. 48, “Accountmg for Uncertamty in Income Taxes—An
Interpretation of FASB Statement No. 109,” effective July 1,2007, the recognition and disclosure
provisions of Statement of Financial Accounting Standards No. 158. “Employers’ Accountmg for Defined
Benefit Pension and Other Postretirement Plans — an amendment of FASB Statemients'No. 87, 88, 106,
and 132(R),” effective June 30 2007 and Staff Accounting Bulletin No. 108, “Considering the Effects
of Prior Year Misstatements When Quantifying Misstatements in Current Year Financial Statements
effective July 1, 2006.

/s! Deloitte & Touche LLP
New York, New York E -
August 29, 2008

Item 9B. Other Information

None.
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Part 111
Item 10. Directors, Executive Officers and Corporate Governance

Executive Officers

The executive officers of the Company, their ages, positions and the period during which they
have been employed by ADP are as follows:

Employed by
Name ‘ Age Position ADP Since
Steven J. Anenen 55 Pres:dem Dealer Services ' 1975
James B. Benson | 63 Vice President, General Counsel and Secretar 'y 1977
Gary C. Butler 61 President and Chief Executive Officer 1975
Benito Cachinero . 50 Vice President, Human Resources 2007
Michael L. Capone 42  Vice President and Chief Information Officer . 1988
Raymond L. Colotti 62 Vice President and Treasurer 1965
Edward B. Flynn, 111 " 48 - President, Employer Services—International 1988
John J. Gleason . 52 Vice President, Employer Services—Sales. 1983
Campbell B. Langdon 47  President, Employer Services—Major 2000
Accounts Division .
Regina R. Lee 51 President, Employer Serwces—Nanonal : 1982
. : . Accounts Division '
S. Michael Martone 60  Chief Operating Officer 1987
Christopher R. Reidy 51 Chief Financial Officer 2006
Carlos Rodriguez - 44 President, Employer Services—Small Business 1999
Services Division '
Alan Sheiness - . 50  Corporate Controller and Principal . ’ 1984
Accounting Officer
Jan Siegmund - 44 Pres:den.r Added Value Services 1999

Messrs. Benson, Butler, Colottl and Martone have each been employed by ADP in senior
executive positions for more than the past five years. ' ¢

Steven J. Anenen joined ADP in 1975. Prior to his promotion to President, Dealer Services in
2004, he served as Senior Vice President, Dealer Services from 1998 to 2004.

. Benito Cachinero joined ADP in 2007 as Vice President, Human Resources. Prior to joining
ADP, he was Vice President, Human Resources for the Medical Devices & Diagnostics Group of Johnson
& Johnson from 2004 to 2007, and Worldwide Vice President, Human Resources for Ethicon, a Johnson
& Johnson company, from 2001 to 2004. '

Michael L. Capone joined ADP in 1988. Prior to his promotion to Vice President and Chief
Information Officer in 2008, he served as Senior Vice President and General Manager of GlobalView
from 2005 to 2008, and as Vice President, Corporate Information Systems from 1999 to 2003.

John J. Gleason joined ADP in 1983. Prior to his promotion to Vice President of Sales, Employer
Services in 2005, he served as Senior Vice President of Sales, Dealer Services from 1998 to 2005.

.
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Edward B. Flynn, III joined ADP in 1988. Prior to his promotion to President, Employer Services
— International in 2008 he served as Senior Vice President of Sales for Employer Services, International,
from 2004 to 2008, and as Senior Vlce President of Sales Small Business Serv1ces Employer Services
from 1988 to- 2004 S : : '

Campbell B. Langdon Jomed ADP in 2000 as Vice President, Strateglc Development Prior to
his promotion to President — Major Account Services Division in 2007, he served as President, Tax, .
Retirement and Pre-Employment Services from 2003 to 2007.

Regma R. Lee joined ADP in 1982 Prior to her promotlon to Presrdent Natlonal Account
Services, Employer Services in 2005, she served as President, Small Business Services, Employer
Services from 2004 to 2005, and as Senior Vice President, Service, Small Business Services, Employer
Services from 2001 to 2004. T

Christopher R. Reidy joined ADP in 2006 as Vice President and Chief Financial Officer. Prior to

joining ADP, he was Vice President, Controller and Chief Aceountmg Officer of the AT&T Corporatlon :

from 2003 to 2006, and Vice President and Chief Financial Officer, Blisiness Services of AT&T
Corporation from 2001 to 2003.
. ’ E *
Carlos Rodrrguez joined ADP in 1999 Pr1or 1o his promotion in 2007 to Presrdent Small
Business Services, Employer Services, he served as President of TotalSource Employer Services from
2000 to 2007. : - '

Alan Sheiness joined ADP in 1984. Prior to his promotion to Corporate Controlier and Principal
Accounting Officer, he served as President, Small Business Services, Employer Services, from 2006 to
2007, as Chief Financial Officer, Employer Services, from 2004 to 2005, as General Manager of Tax,
Retirement and Pre-Employment Services, Employer Services, from 2003 to 2004, and as Chief Financial
Officer of Tax, Retirement and Pre-Employment Services, Employer Services from 1999 to 2003.

Jan Slegmund joined ADP in 1999, Prior to hls promotlon to President, Added Value
Services (formerly Tax, Retirement, Insurance and Pre- -Employment Servrces) in 2007, he served as
Vice President, Strategic Development from 2004 to 2007 and as Senior Vice Pres1dent of Strateg1c
Development, Brokerage Services from 2000 to 2004. '

Each of ADP’s executive officers is elected for a term of one year and untll the:r successors are
chosen and qualified or until their death, resignation or removal.

Directors

See “Election of Directors” in the Proxy Statement for the Company’s 2008 Annual Meeting of
Stockholders, which information is incorporated herein by reference.

Section 16(a) Beneficial Ownership Reporting Compliance
See “Section 16(a) Beneficial Ownership Reporting Compliance” in the Proxy Statement for

the Company’s 2008 Annual Meeting of Stockholders, which information is incorporated herein by
reference.
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Code of Ethics

ADP has adopted a code of ethics that applies to its principal executive officer, principal financial
officer, principal accounting officer and persons performing similar functions. The code of ethics may be
viewed online on ADP’s website at www.adp.com under “Ethics” in the “About ADP” section.

Audit Committee

See “Audit Committee Report™ in the Proxy Statement for the Company’s 2008 Annual Meetmg
of Stockholders, whlch information is incorporated herem by reference.

Item 11. Executive Compens'atibn

See “Compensation of Executive Officers” and “Election of Directors — Compensation of Non-
Employee Directors” in the Proxy Statement for the Company’s 2008 Annual Meeting of Stockholders,
which information is incorporated herein by reference.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related
Stockholder Matters - o

See “Electlon of Directors — Security Owncrsh1p of Certain Beneficial Owners and Managers”
and “Election of Directors — Equity Compensation Plan Information” in the Proxy Statement for
the Company’s 2008 Annual Meeting of Stockholders, which mformatlon is incorporated herein by
reference. - :

Item 13. Certain Relationships and Related Transactions, and Director Independence

See “Election of Directors — Corporate Governance” in the Proxy Statement for the Company’s
2008 Annual Meeting of Stockholders, which information is incorporated herein by reference.

4

Item 14. Principal Accountant Fees and Services

See “Independent Registered Public Accounting Firm’s Fees” in the Proxy Statement for
the Company’s 2008 Annual Meeting of Stockholders, which information is incorporated herein by
reference.




- Part1V

Item 15. Exhibits, Financial Statement Schedules

(ay Financial Statements and Financial Statement Schedules

1. Financial Statements

~ The followmg report and consolidated ﬁnanc1a1 statements of the Company are contained in Part

Il, Item 8 hereof:
‘R_eplort of lndependent Registered Public Accounting Firm
Statements of Consolidated Earnings - years ended June 30, 2008, 2007 and 2006

Censolidated Balance Sheets - June 30, 2008 aﬁd 2007

Statements of Consolidated Stockholders” Equity - years ended June 30, 2008, 2007 and 2006

_ Statements of Consolidated Cash Flows - years ended June 30, 2008, 2007 and 2006

Notes to Consolidated Financial Statements
Vo
2. Financial Statement Schedules .

Page in Form 10-K
Schedule Il - Valuation and Qualifying Accounts - 85

All other Schedules have been omitted because they are inapplicable or are not required or the

information is included elsewhere in the financial statements or notes thereto.

'(b) : Exhlhlts

The followmg exhibits are filed with this Form 10-K or meorporated herein by reference to the

document set forth next to the exhibit in the list below:

L

+ 3.2

3.1 - Amended and Restated Certificate of Incorporation dated November 11, 1998 -
incorporated by reference to Exhibit 3.1 to Company’s Registration Statement No.
1333-72023 on Form S-4 filed with the Commisston on February 9, 1999

- Amended and Restated By-laws of the C.ompany - incorporated by reference to
Exhibit 3.2 to Company’s Current Report on Form 8-K, dated November 13, 2007

" 10.1 - v Separation and Distribution Agreement, dated as of March 20, 2007, between

Automatic Data Processing, Inc. and Broadridge Financial Solutions, LLC -
" incorporated by reference to Exhibit 10.1 to Company’s Current Report on Form
- 8-K, dated March 21, 2007

10.2 - - Letter Agreement dated as of June 28, 2006 between Automatic Data Processing,
Inc. and Gary C. Butler - incorporated by reference to Exhibit 10.2 to Company’s
Current Report on Form 8-K, dated June 28, 2006 (Management Contract)
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10.3

10.4

10.5

© 10.5(a)

10.6
10.6(2)
10.7
0.8
10.9

10.9(a)

10.10
10.11

10.12

Key Employees’ Restricted Stock Plan - incorporated by reference to Company’s
Registration Statement No. 33-25290 on Form S-8 (Management Compensatory
Plan) :

Supplemental Officers Retirement Plan, as amended (Management Compensatory
Plan)

1989 Non-Employee Director Stock Option Plan - incorporated by reference to
Exhibit 10(iii)(A)-#7 to Company’s Annual Report on Form 10-K for the fiscal
year ended June 30, 1990 (Management Compensatory Plan)

Amendment to 1989 Non-Employee Director Stock Option Plan - incorporated by
reference to Exhibit 10.6(a) to Company’s Annual Report on Form 10-K for the

_fiscal year ended June 30, 1997 (Management Compensatory Plan)

1990 Key Employees’ Stock Option Plan - incorporated by reference to Exhibit
10(iii)(A)-#8 to Company’s Annual Report on Form 10-K for the fiscal year ended
June 30, 1990 (Management Compensalory Plan)

Amendment to 1990 Key Employees’ Stock Option Plan - incorporated by
reference to Exhibit 10.7(a) to Company’s Annual Report on Form 10-K for the
fiscal year ended June 30, 1997 (Management Compensatory Plan)

1994 Directors’ Pension Arrangement - incorporated by reference to Exhibit
10(iii)(A)-#10 to Company’s Annual Report on Form 10-K for the fiscal year
ended June 30, 1994 (Management Compensatory Plan)

2000 Stock Option Plan - incorparated by reference to Exhibit 10.8 t6 Company’s
Quarterly Report on Form {0-Q for the fiscal quarter ended December 31, 2006

(Management Compensatory Pian)
. )

Amended and Restated Executive Incentive Compensation Plan - incorporated by
reference to Exhibit 10.9 to Company’s Quarterly Report on Form 10-Q for the
fiscal quarter ended December 31, 2006 (Management Compensatory Plan)

Form of Performance Based Restricted Stock Award Agreement under the

Amended and Restated Executive Incentive Compensation Plan - incorporated by
reference to Exhibit 10.9(a) to Company’s Quarterly Report on Form 10-Q for the
fiscal quarter ended December 31, 2006

Change in Control Severance Plan for Corporate Of fllcers, as amended -
incorporated by reference to Company’s Current Report on Form 8-K, dated June
16,2006 (Management Compensatory Plan)

Amended and Restated Employees” Saving-Stock Option Plan - incorporated by
reference to Exhibit t0.F1 to Company’s Quarterly Report on Form 10-Q for the
fiscal quarter ended December 31, 2005 (Management Compensatory Plan)

2003 Director Stock Plan - incorporated by reference to Exhibit 4.4 to Registration
Statement No. 333-147377 on Form S-8 filed with the Commission on November 14,

. 2007 (Management Compensatory Plan) -
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10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

- Amended and Restated Employees’ Savings-Stock Purchase Plan - incorporated

by reference 1o Exhibit 10.13 to Company’s Quarterty Report on Form 10-Q for

. the fiscal quarter ended December 31, 2006 -

364-Day Credit Agreement, dated as of June 25, 2008, among Automatic Data
Processing, Inc., the Lenders party thereto, JPMorgan Chase Bank, N.A., as
Administrative Agent, Bank of America, N.A., as Syndication Agent, and
Barclays Bank PLC, BNP Paribas, Citicorp USA, Inc., Deutsche Bank AG New
York Branch and Wachovia Bank, National Association, as Documentation Agents
- incorporaied by reference to Exhibit 10.14 to Company’s Current Report on
Form 8-K, dated June 235, 2008

Five-Year Credit Agreement, dated as of June 28, 2006, among Automatic

Data Processing, Inc., the Lenders party thereto, JPMorgan Chase Bank, N.A.,

as Administrative Agent, Bank of America, N.A, as Syndication Agent, and
Barclays Bank PLC, BNP Paribas, Citicorp USA, Inc., Deutsche Bank AG New
York Branch and Wachovia Bank National Association, as Documentation Agents
- incorporated by reference to Exhibit 10.15 to Company’s Current Report on
Form 8-K, dated June 30, 2006

Five-Year Credit Agreement, dated as of June 29, 2005; among Automatic

Data Processing, Inc., the Lenders party theretp, JPMorgan Chase Bank, N.A.,

as Administrative Agent Bank of America, N. A. , as Syndication Agent, and
Barclays Bank PLC, BNP Paribas, Citicorp USA, Inc,, Deutsche Bank Securities
Inc. and Wachovia Bank, National Association, as Documentation Agents -
1ncorp0rated by reference 1o Exhibit 10.16 to Company s Current Report on Form
8-K, dated June 29, 2005

2000 Stock Option Grant Agreement (Form for Employees) used prior to August

14, 2008 - incorporated by reference to Exhibit 10.1 to Company’s Quarterly Report
on Form 10-Q for the fiscal quarter ended September 30, 2004 (Management
Compensatory Plan)

2000 Stock Option Grant Agreement (Form for French Associates) used prior to
August 14, 2008 — incorporated by reference to Exhibit 10.2 to Company’s Quarterty
Report on Form 10-Q for the fiscal guarter ended September 30, 2004 (Management
Compensatory Plan)

2000 Stock Option Grant Agreement {Form for Non-Employee Directors) used
prior to August 14, 2008 — incorporated by reference to Exhibit 10.3 to Company’s
Quarterly Report on Form 10-Q for the fiscal quarter ended September 30, 2004
(Management Compensatory Plan)

Directors Compensation Summary Sheet — incorporated by reference to Exhibit
10.20 to Company’s Quarterly Report on Form 10-Q for the fiscal quarter ended
December 31, 2007 (Management Compensatory Plan}

Summary of Compensation Arrangement for Arthur F. Weinbach — incorporated
by reference to Exhibit 10.21 to Company’s Annual Report on Form 10-K for the
fiscal year ended June 30, 2007 (Management Compensatory Plan)
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10.22

10.23

10.24

10.25

21
23
311

312

32.1

322

Letter Agreement, dated as of August 1, 2006, between Automatic Data
Processing, Inc. and Christopher R. Reidy — incorporated by reference to
Exhibit 10.22 to Company’s Current Report on Form 8-K, dated August 2, 2006
(Management Contract)

Letter Agreement, dated as of November 15, 2006, between Automatic Data
Processing, Inc. and S. Michael Martone — incorporated by reference to Exhibit
10.23 to Company’s Current Report on Form 8-K, dated November 15, 2006
(Management Contract)

Termination Agreement and Release by and between George 1. Stoeckert,
Automatic Data Processing, Inc., and ADP, Inc. dated June 24, 2008 —
incorporated by reference to Exhibit 10.24 to Company’s Current Report on Form
8-K, dated June 24, 2008 (Management Contract)

2000 Stock Option Grant Agreement (Form for Employees) for use beginning
August 14, 2008 — incorporated by reference to Exhibit 10.25 to Company’s

- Current Report on Form 8-K, dated August 13, 2008 (Management Compensatory

Plan)
Subsidiaries of the Company
Consent of Independent Registered Public Accounting Firm

Certification by Gary C. Butler pursuant to Rule 13a-14(a) of the Securities
Exchange Act of 1934

Certification by Christopher R. Reidy'pursuant to Rule 13a-14(a) of the Securities
Exchange Act of 1934

Certification by Gary C. Butler pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

Certification by Christopher R. Reidy pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
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AUTOMATIC DATA PROCESSING, INC.
o AND SUBSIDIARIES ‘ _
SCHEDULE 11 - VALUATION AND QUALIFYING ACCOUNTS .

. (In thousands)
Column A : ’ Column B Column € ColumnD  ColumnE
Additions
M )
Balance at Charged to Charged Balance
beginning  costs and to other at end of
of period  expenses accounts Deductions period
Year ended June 30, 2008: :
Allowance for doubtful accounts: ‘ : o
Current $30,802 $27,693 § - $(20,088)(A) $38,407
Long-term $ 8,297 $ 2062 $ - $ (2,421)A) § 7,938

Deferred tax valuation allowance  $31,241 $ 4116 $15463(B)(C) $ (6,390D) $44,430

Year ended June 30, 2007:
Allowance for doubtful accounts:

Current $39,210 "$14,095 ¢ - . $(22,503)(A) - $30,802
Long-term $ 7,696 $ 1,057 %8 ° - $ - (456)(A) $ 8,297
Deferred tax valuation allowance  $21,262 $ 9,716 § 263 $ - $31,241
Year ended June 30, 2006:
Allowance for doubtful accounts: L
Current $38,038 $16,826 § - $(15,654)(A) $39,210
Long-term - $ 8172 $ 1319 § -t $ (1,795%A) ' § 7,696

Deferred tax valuation allowance  $19,852 $ 1,748 § (338)B) $ -~ ' $21,262

(A) Doubtful accounts written off, less recoveries on accounts previou'sl)'/ written off,
(B) Related to foreign exchange fluctuation. L

(C) Related 1o state deferred tax assets pertaining to net operating loss carryforwards.

(D) Related-to surrender in disposition of subsidiaries, mergers and liquidations.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

August 29, 2008

f

AUTOMATIC DATA PROCESSING, INC.

By /s/ Gary C. Butler

Gary C. Butler

(Registrant)

President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed
below by the following persons on behalf of the Registrant in the capacities and on the dates indicated.

Signature
/s/ Gary C. Butler

{Gary C. Butler)

/s{ Christopher R. Reidy

(Christopher R. Reidy)
/s/ Alan Sheiness

(Alan Sheiness)

/s/ Gregory D. Brenneman

(Gregory D. Brenneman)

/s/ Leslie A. Brun.,

(Leslie A. Brun)
/s Leon G. Cooperman

(Leon G. Cooperman)
fs/ Eric C. Fast

(Eric C. Fast)
/s/ R. Glenn Hubbard

(R. Glenn Hubbard)
/s/ John P. Jones

(John P. Jones)
/s! Frederic V. Malek

(Frederic V. Malek)
/s/ Charles H. Noski

(Charles H. Noski)
{s/ Sharon T. Rowlands

(Sharon T. Rowlands)
/s/ Gregory L. Summe

(Gregory L. Summe)
{/s/ Henry Taub

(Heary Taub)

Title

President and Chief Executive
Officer, Director
(Principal Executive Officer)

Chief Financial Officer
(Principal Financial Officer)

Corporate Controller
(Principal Accounting Officer)
Director

Director

Direl?cltc?r

Director

Director

Director

Director

Director

Director

Director

Director

August 29, 2008

Date

August 29, 2008

August 29, 2008

- August 29, 2008

August 29, 2008
Augus.;:l29, 2008‘ ‘
August 29, 2008
August 29, 2008
August 29, 2008
August 29, 2008
August 29, 2008
August 29, 2008

August 29, 2008

August 29, 2008
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EXHIBIT 21

Jurisdiction of
Name of Subsidiary Incorporation
71 Hanover Florham Park Associates LLC New Jersey
ADP Atlantic, LLC co Delaware
ADP Belgium CVA ' : ‘ Belgium
ADP Brasil Ltda ' ' Brazil
ADP Broker-Dealer, Inc. ' : - New Jersey ~
ADP Business Services (Shanghai) Co., Ltd. : o ' China.
ADP Canada Co. N o Canada
ADP Canada Holding Co. = e . Canada
ADP Commercial Leasing, LLC , Co & . Delaware .
ADP Dealer Services Denmark ApS o Denmark
ADP Dealer Services Deutschland GmbH \ ' ‘ . Germany
ADP Dealer Services France SAS | C, I . France
ADP Dealer Services ltalia s.r.d. | _ . oo ) Italy
ADP Dealer.Services UK Limited . . . United Kingdom
ADP Employer Services GmbH . . Germany.
ADP Europe SARL France
ADP Europe S.A. France
ADP France SAS . " France
ADP GlobalView BV, . Netherlands
ADP Group UK Limited United Kingdom
ADP GSI France SAS France
ADP Holding B.V. ' ' Netherlands
ADP, Inc. . Delaware
ADP Indemnity, Inc. } Vermont
ADP Nederland BV, Netherlands
ADP Network Services International, Inc. Delaware
ADP Network Services Limited United Kingdom
ADP of Roseland, Inc. Detaware
ADP Pacific, Inc. Delaware
ADP Payroli Services, Inc. Delaware
ADP Pleasanton National Service Center, Inc. Delaware
ADP Screening and Selection Services, Inc. ' Colorado
ADP Tax Services, Inc. Delaware
ADP Tesoft Automocion Spain Spain
ADP TotalSource Group, Inc. Florida
ADP Vehicle Information Technology (Shanghai) Co., Ltd China
Automatic Data Processing Limited Australia
Automatic Data Processing Limited (UK) United Kingdom
Automotive Directions, Inc. ' Wisconsin
Autosys GmbH Germany
Business Management Software Limited United Kingdom
Digital Motorworks, Inc. Texas
Employease, Inc. Delaware
VirtualEdge, inc. Delaware

In accordance with Item 601(b)(21) of Reguiation S-K, the Company has omitted the names of particular
subsidiaries because the unnamed subsidiaries, considered in the aggregate as a single subsidiary, would
not have constituted a significant subsidiary as of June 30, 2008.
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EXHIBIT 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent o the incorporation by reference in Registration Statement Nos. 33-46168,
333-10281, 333-10277, 333-103935, 333-110395, 333-110393, 333-110392, 333-146564, 333-146565 and
333-147377 on Form S-8 of our report dated August 29, 2008, relating to the consolidated financial
statements and financial statement schedule of Automatic Data Processing, Inc., and the effectiveness
of Automatic Data Processing, Inc.’s internal control over financial reporting (which expresses an
unqualified opinion and includes an explanatory paragraph regarding the Company’s adoption of
Financial Accounting Standards Board Interpretation No. 48, “Accounting for Uncertainty in Income
Taxes—An Interpretation of FASB Statement No. 109,” ef! fective July 1, 2007, the recognition and
disclosure provisions of Statement of Financial Accounting Standards No. 158, “Employers’ Accounting
for Defined Benefit Pension and Other Postretirement Plans—an amendment of FASB Statements No.
87, 88, 106, and 132(R),” effective June 30, 2007, and Staff Accounting Bulletin No. 108, “Considering
the Effects of Prior Year Misstatements when Quantifying Misstatements in Current Year Financial
Statements,” effective July 1, 2006) appearing in this Annual Report on Form 10-K of Automatic Data -
Processing, Inc. for the year ended June 30, 2008. ' ‘

/s/ Deloitte & Touche LLLP
New York,; New York
August 29, 2008
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EXHIBIT 31.1
Certification Pursuant to Rule 13a-14(a) of the Securities Exchange Act of 1934
I, Gary C. Butler, certify that:
1. I have reviewed this annual report on Form 10-K of Automatic Data Processing, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit
to state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash flows
of the registrant as of, and for, the periods presented in this report;

| 4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure
| controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal controt over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to
the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

{b) Designed such internal control over financial reporting, or caused such internal control
over financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

{c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and
presented in this. report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

«  (d) Disclosed in this report any change in the registrant’s internal control over financial reporting
that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal
quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation
of internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):

(uodaa jenuuy sooa

(a) All signiticant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting which are reasonably likely to adversely affect the registrant’s
ability to record, process, summarize and report financial information; and

(b} Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting. '

Date: August 29, 2008
/s/ Gary C. Butler
Gary C. Butler
President and Chief Executive Officer
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EXHIBIT 31.2
Certification Pursuant to Rule 13a-14(a) of the Securities Exchange Act of 1934

I, Christopher R. Reidy, certify that:
1. | have reviewed this annual report on Form 10-K of Automatic Data Processing, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or-omit
to state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash flows
of the registrant as of, and for, the periods prescnted in this report; ' :

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15()) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures 1o be designed under our supervision, to ensure that material information relating to
the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control
over financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evatuation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting
that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal
quarter in the case of an annua! report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation
of internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions): .

(a) All significant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting which are reasonably likely to adversely affcct the registrant’s
ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: August 29, 2008
/s/ Christopher R. Reidy
Christopher R. Reidy
Chief Financial Officer




EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

| In connection with the Annual Report of Automatic Data Processing, Inc. (the “Company”)

‘ on Form 10-K for the fiscal year ending June 30, 2008 as filed with the Securities and Exchange

| Commission on the date hereof (the “Report”), I, Gary C. Butler, President. and Chief Executive Officer
of the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-

‘ Oxley Act of 2002, that;

(1) The Report fully complies.with the requirements of section 13(a) or 15(d) of the Securities
Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial
condition and results of operations of the Company. - ‘ S

/s/ Gary C. Butler . , _ } s ) e
Gary C. Butler

President and Chief Executive Officer

Date: August 29, 2008
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EXHIBIT 32.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
CERTIFICATION PURSUANT TO
18 U.S.C.-SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Automatic Data Processing, Inc. (the “Company™)
on Form 10-K for the fiscal year ending June 30, 2008 as filed with the Securities and Exchange .
Commission on the date hereof (the “Report”), 1, Christopher R. Reidy, Chief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act
of 2002, that:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities
Exchange Act of 1934; and : <

(2) The information contained in the Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

{s! Christopher R. Reidy
Christopher R. Reidy
Chief Financial Officer
August 29, 2008
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